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CALIBRE DE CARTIER DIVER 


MANUFACTURE MOVEMENT 1904 MC 


WATER-RESISTANT TO 300 METERS, THE CALIBRE DE CARTIER DIVER WATCH IS AN AUTHENTIC DIVING 

WATCH. FITTED WITH THE 1904 MC MOVEMENT, IT COMBINES THE HIGH TECHNICAL REQUIREMENTS 

OF THE ISO 6425: 1996 STANDARD WITH THE ASSERTIVE AESTHETICS OF THE CALIBRE DE CARTIER WATCH. 

ESTABLISHED IN 1847, CARTIER CREATES EXCEPTIONAL WATCHES THAT COMBINE DARING DESIGN 
AND WATCHMAKING SAVOIR-FAIRE. 





SHOP WWW.CARTIER.US - 1-800-CARTIER 
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Chris Sacca came from nowhere to assemble the 
greatest angel portfolio—Twitter, Uber, Instagram— 
in Silicon Valley history. And he’s ticked off a lot of 
people along the way. 
BY ALEX KONRAD 
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UPS for e-commerce. Online shoppers know they 
have plenty of options. Try it on. Don't like it. Send 
it back. Repeat. And with 67% of online shoppers* 


more likely to buy from a business that has a good 
returns policy, more and more retailers are relying 
on UPS to manage it all. We offer everything from 
simple online tools that streamline your returns 
ao to off-site warehouses that manage exchanges 
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Reset your muni portfolio. 
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| APPLE. GOOGLE. CYANOGEN? 
A brazen startup has a very real shot at busting up the 
world’s smartphone duopoly. 
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IS BASED IN MAINE 
While Lands’ End and other rivals struggle, 102-year-old 
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BY CLARE O’CONNOR 
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Against the tide of billion-dollar funds and large venture firms, 
the small band of contrarians at Benchmark have built many of 
Silicon Valley’s most successful startups. Its new partners have a 
big legacy to maintain. 
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After amassing the world’s most valuable coins over 35 years, 
D. Brent Pogue will begin auctioning his coveted collection in 
May. It’ll cost a mint—an estimated $200 million. 
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You could research 
1,000 different stocks 
find 100 you like 
narrow it to 10 
and invest 
in just 
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Or you could invest in a Fidelity sector fund or ETF 
and get targeted exposure to help manage risk. 


Investing can be hard work. Hours of research to find a few investments you feel might 
outperform. You could do the research yourself, or let us do it for you. We bring: 


¢ The largest U.S. sector offering*—55 funds and ETFs covering nearly every sector and industry 
° Expert insight and ideas and 30 years of sector fund investing experience 
¢ Powerful sector research, education and tools 


(3 Fidelity 


INVESTMENT 





Go to Fidelity.com/sectors 





Call a Fidelity representative at 800.FIDELITY. Or call your Advisor. 


Before investing in any mutual fund or exchange-traded fund, you should consider its investment objectives, risks, charges, and expenses. 


Contact Fidelity for a prospectus, offering circular or, if available, a summary prospectus containing this information. Read it carefully. 


ETFs are subject to market fluctuation and the risks of their underlying investments. ETFs are subject to management fees and 
ther expenses. Unlike mutual funds, ETF shares are bought and sold at market price, which may be higher or lower than their 
ot individually redeemed from the fund. 
especially foreign markets, are volatile and can decline significantly in response to adverse issuer, political, regulatory, market, or economic 
ctor funds can be more volatile because of their narrow concentration in a specific industry, 
ata as of 02/09/2015. Based on a comparison of total offerings of distinct U.S. Mutual Funds and ETFs classified by Moninsee as Sector Equity 
75 U.S. investment firms offering mutual funds and ETFs. : 
mes may be subject to market conditions. 
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From New Jersey 
A Newsroom Grows 


BY LEWIS D’VORKIN 


I’ve worked in my share of newsrooms. The first, for Dow Jones, 
was near Wall Street. I got to the office during the New York 
City blackout of 1977 by climbing a pitch-black stairwell with 

a flashlight. Then came the New York Times, with its trucks 
barreling down 43rd Street. My first day there I opened my 
employee locker to be greeted by a dead rat. Newsweek breathed 
in New York—its famous logo atop 42 floors at 444 Madison 
Avenue. For 47 years FORBES sat on a beautiful corner in 
Greenwich Village. Then we got the news—we’re moving to Jer- 
sey City. Three months into it, we love gazing at the Manhattan 
skyline—and who we’ve become. 

From our desks many of us see a living postcard—the 
scenes change before our eyes with the weather and time of 
day. Fog turns the city into a French impressionist’s paint- 
ing. Frigid days transform the Hudson River into an ice show 
with tugboats instead 
of figure skaters. Sunny 
afternoons make the 
cityscape a steely blue. 

For me the best view 
of all is our open news- 
room. We’ve gone from 
rabbit-hutch offices on 
eight floors to mini- 
cultures on two floors. 
Everyone’s connected by a central staircase, with common areas 
for people to gather on their way up or down. We inhabit en- 
claves of desks, sofas, living room tables and “huddle rooms.” 

I see growing collaboration from all angles (I sit in the open, 
too). To my left, someone from sales could be working with a 
newsroom data analyst or a social media editor. If I swivel my 
chair I might see an editor who straddles the worlds of journal- 
ism and ad sponsorships, or the business owner of our apps 
team. IfI walk straight ahead I might run into an engineer finish- 
ing a puzzle with a product person. These are the new jobs and 
relationships of journalism, and we’re hiring to fill more of them. 

No move comes without its adjustments. New York cuisine 
has been replaced with, well, something less. We now have a 
grab ’n’ scan vending service to supplement the Jif peanut but- 
ter and organic milled flaxseeds brought from home. 

Oh, yes. Our New Jersey office is next to a mall—anchor stores, 
food court and all. I consider it a good reminder that our audience 
includes the 99.9999% of us who aren't billionaires. 





$3403 HOS NOWTSWITSG SIMNVS 


HOLD ON AND LET GO. 


Your Grand Moment 


© tripadvisor: 


#1 Luxury Hotel in California, 2 


Eta OLS bn i 
SPA 5 












PORE DS AMAA 


ot 3 


Le ae = THE GRAND 


. ry ab => = : DEL MAR 


: ee 7 Oe RESORT * SPA+ GOLF + VILLAS 


MORE SECURITY. MORE UPTIME. 


CenturyLink is a trusted IT partner. 


CenturyLink’s cloud infrastructure gives you a secure and reliable 
environment to run all your applications. With an industry-leading 
broadband network and custom communications solutions to help 
ensure your business is scalable and agile — you're free to focus 
on what's next for your business. 


centurylink.com/link 
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FACT & COMMENT — STEVE FORBES 


“With all thy getting, get understanding” 











UNDERSTANDING OBAMA'S 
PERVERSE VIEW OF THE WORLD 


BY STEVE FORBES, EDITOR-IN-CHIEF 


WANT TO GET a good fix on Barack 
Obama’s strange, obsequious and in- 
creasingly dangerous policy toward 
Iran? There’s a book that—intention- 
ally or not—explains it. Who knows if 
Obama ever took a gander at it? But it 
sure reads like the way in which our de- 
luded President sees the Middle East. 

Back in 2008 Robert Baer, an ex-CIA 
agent turned journalist, wrote The Devil 
We Know (Crown). Its thesis: Iran is an 
impressively rising regional and global 
power, and the U.S. ought to recognize this fact and cease 
futilely resisting the inevitable course of history. What 
should U.S. policy toward Arab states be? Ditch Saudi 
Arabia as an ally and let Iran control its oilfields. Ditch 
Iraq and let Iran annex chunks of that artificially created 
country, as it sets out to create a new Persian empire— 
which Baer seems to think is the right and proper thing 
for Tehran to do. The oil-rich Gulf states? They’re toast 
and destined to become virtual Iranian satrapies. Egypt? 
It’s not a contender and must accommodate itself to being 
a bit player, as it was in the days of the Roman Empire. 

Nukes? Iran should get them anytime it pleases. 

The book, to put it charitably, received mixed reviews, 
and pieces of it today read even more strangely than 
they did in 2008, especially in light of the collapse in oil 








___ prices; Iran’s corrupt, ramshackle, poorly 
__ performing statist economy; and the 
___ deep unpopularity of its regime, which 
___ was exposed to the world when the Ira- 
_ nian Green Movement erupted in 2009, 
_ ayear after Baer’s book was published. 
a i Nonetheless, this book faithfully reflects 
_ Obama’s mind-set: The U.S. should step 
__ aside and let history take its course, ie., 
| let Iran dominate the entire Middle East. 
Of course, other countries may wish 
to demur. Prime Minister Bibi Netan- 
yahu’s stunning electoral victory in Israel demonstrates 
that the Israelis won’t passively accept Obama’s weird 
worldview. Neither will Egypt, Saudi Arabia and Turkey. 
Among the possible consequences of Obama’s historical- 
ly feckless course: a nuclear arms race, the consequences 
of which are too ugly to contemplate. 

Obama has the same passive view regarding Vladi- 
mir Putin’s seizure of Crimea and the Kremlin’s slow war 
against Ukraine. He remains oblivious to China’s long-term 
goal of prying South Korea away from its U.S. alliance and 
to Japan’s likely reaction to Beijing’s regional assertiveness. 

Despite Obama’s deep belief that the U.S. has been a 
malignant force in the world and that we should now be- 
have as if we were Albania, the world will not cooperate, 
any more than it did in the 1930s or 1970s. 








LEE KUAN YEW was one of the 
great statesmen of the post-WWII 
era. He made Singapore an economic 
powerhouse, demonstrating that 
so-called natural resources aren’t 
necessary for prosperity, that the 
key is creating an environment in 
which human ingenuity can thrive. 
He didn’t tolerate corruption; to 
eliminate the temptation and attract 








THIS GIANT WILL BE MISSED 


capable people, Lee paid government 
officials high salaries. He kept a tight 
F grip on spending and pushed down 
== taxes; the top rate on personal in- 
comes is all of 20%. He knew the folly 
of weak money; the Singapore dollar 
looks like the Rock of Gibraltar com- 
pared with most currencies—including 
the U.S. dollar, most of the time. 
» Lee simultaneously demonstrated 
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In an interview with SF, Lee Kuan Yew 
FORBES Global CEO Conference in 2006. 


that sound finance can coexist with 
soundly thought out social programs. 
He pursued a vigorous housing 
program that enabled people who 
didn’t earn high incomes to buy 
their homes; his was a model for 
how subsidies need not lead to the 
housing-related disasters that have 
plagued the U.S. Singapore’s health 
care system has provided compre- 
hensive coverage to its people 
without the rationing, high costs 
and dicey care that characterize so 
many others. Singapore’s pension 
system avoided the pay-as-you-go 
trap that is hurtling those in other 
countries toward insolvency. 

Under Lee’s guidance Singapore 
developed a real-life playbook for 
how an impoverished country can 
flourish. When Lee became prime 
minister in 1959, Singapore’s per 
capita income was little more than 
$400. Today it is over $56,000, 
higher than that of all but a handful 
of other countries. 

Critics will tell you that Lee was 
no Jeffersonian democrat, and he 
wasn’t. But he allowed elections, 
even if he didn’t give the opposition 
a lot of breathing room (though if he 
had, he would have won handily). 
More important, under his leader- 
ship Singapore developed a thriving 
middle class, along with the civic 
institutions and habits that are cru- 
cial to a sustainable democracy. Too 
many times we’ve seen that merely 
holding an election does not a lasting 
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democracy make. Singapore’s politi- 
cal system is evolving in a way that 
bodes well for long-term stability. 

Early in his political career Lee 
shed his socialist sympathies and 
became a hardheaded pragmatist. 
He ruthlessly suppressed commu- 
nist attempts to hijack his political 
party, even though he had made 
common cause with them in the 
fight for independence, when Singa- 
pore was a British colony. 

In the 1950s and 1960s Lee dem- 
onstrated superb political skill in 
maintaining Singapore’s indepen- 
dence in the face of real hostility 
from two immensely larger neigh- 
bors, Indonesia and Malaysia. 

But Lee’s influence extended far 
beyond his small country. One 
wishes he could have been the leader 
of a country like Indonesia or China. 
(He would have conducted U.S. for- 
eign policy better than almost all of 
our Secretaries of State.) He support- 
ed USS. efforts in trying to save South 
Vietnam from communist takeover 
by the North. Although the U.S. lost 
that war, Lee argued that our long 
effort gave the rest of Asia the time 
needed to develop the strength to 
resist communist takeovers. He 
strongly supported a robust U.S. role 
in the region as a counter to the old 
Soviet Union and China. 

I got to meet Lee, thanks to our 
chairman, Cap Weinberger. When 
Cap was Secretary of Defense, he 
worked closely with Lee and con- 





Lee helped us launch our first global summit in 2001. On the right is 
Forbes chairman and former Defense Secretary Cap Weinberger. 


sidered him a stalwart ally, whose 
insight and advice were extremely 
valuable and who provided enormous 
practical help during the Cold War. 

To listen to Lee talk about the 
world situation was an enlighten- 
ing delight. During one of our most 
memorable visits he recounted 
the story of his meeting with Deng 
Xiaoping soon after Deng had won 
the reins of power and was mulling 
how to go about rebuilding China in 
the aftermath of Mao’s horrific Cul- 
tural Revolution. Deng’s trip to Sin- 
gapore in 1978 was his first and only 
trip there. He was stunned by what 
he saw in Singapore: a booming 
area populated by Chinese that was 
independent and politically stable. 
“How did you do it?” Deng asked 
Lee. Deng threw aside his itinerary 
and spent hour after hour in intense 
conversation with Lee. 

When Deng returned to China, 
he began putting Lee’s precepts to 
work, creating special Singapore- 
like economic development zones 
along China’s coast. Thus was 
China’s historic and rapid modern- 
ization set in motion. 

One of our journalistic coups oc- 
curred in 2001, when Lee Kuan Yew 
kindly accepted our offer to become 
a FORBES columnist, agreeing to 
share his insights with our audience 
every three months. 

It’s so unfortunate that the 
civilized world has lost such a wise 
voice at this troubled time. @ 


GLEN DAVIS 
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Superstar tech investor 

. . Yuri Milner operates 
globally, plowing $5 billion 
into startups across the 
US, China and Europe. 

fee es Vela: cae Sgro suier. 
downside, though. “When 

~ you travel 200 days a 
year,’ he. says, “you get the 
Strange feeling that you 
don't belong anywhere.” 
PAGE 22 


a 


aw 


APRIL 13,2015 FORBES | 17 





D 

v 
S 

fee 

= 

SPORTSMONEY 

° MLB 

Major League Bucks Team Values 
IN FEBRUARY, three years after the Los Angeles Dodgers sold for a record $2 billion, the Ricketts ip 1-YEAR CHANGE (%) 
family sold chunks of the Chicago Cubs that valued the team at $1.8 billion. Sign of a market peak? 
Doubtful. Baseball insiders say potential minority investors in the Dodgers now value that franchise at CURRENT VALUE ($MIL) 


close to $3 billion; pieces of the San Francisco Giants suggest a $2 billion valuation for the champs. 

The average MLB team is now worth $1.2 billion, 144% more than five years ago, thanks mainly to 
television revenue. The league’s current broadcasting deals, which began last season, will pay $12.4 bil- VALUE 5 YEARS AGO ($MIL) 
lion over eight years, more than twice its previous contracts. For more, go to forbes.com/sportsmoney. 























oo 












Top-Earning 4. 
: ROBINSON CANO 

MLB Players 7 3. EARNINGS 
JUSTIN VERLANDER SA EnyE 
: EARNINGS: ee 

tit | ae re ENDORSEMENTS: 
$28 MIL $3.5 MIL 
ENDORSEMENTS: His endorsement income 








soared the last two years. 
Partners include HTC, Wilson, 
Nike and Alaska Airlines. 
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The Tigers will pay him $180 mil- 
lion under his current contract, 
which doesn’t expire until 2019. 
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CLAYTON KERSHAW , 
EARNINGS: 


$31.2 MIL 
SALARY: 
$30 MIL 

ENDORSEMENTS: 
$1.2 MIL 




























The three-time Cy Young 







Award winner inked a $215 million JON LE Ty 
contract with the Dodgers last N LESS 
ear, the richest ever for a pitcher. $30.4 MIL | 
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SLIFF LEE 
EARNINGS: 8. 
$25.2 MIL RINCE FIELDER 

SALARY: EARNINGS: 


ENDORSEMENTS: 























SALARY: 
Lee will bank $375 million ENDORSEMENTS: 
from the Phillies this year if = 


EARNINGS: 
the team buys out his 2016 $24.1! 


urly fi st baseman played 





salary for $12.5 million. AP just 42 games his first SALARY: 
ar onjn Texas due to injury $23 Mil 
ill pocketed his full ENDORSEMENTS: 





24 million salary. 


ae 51.1 MIL 
The Yankee lefty released his 
first children’s book last year, 
entitled CC Claus; A Baseball 
Christmas Story. 








RYAN HOWARD 
EARNINGS: / 


SALARY: 















9 


The Phillies stil ow 


$60 million FELIX HERNANDEZ 
performance EARNINGS... 
SALARY Ss. 
ENDORSEMENTS: 


His 2.14 earned-ruin average for 
the Mariners last year was the 
lowest by an American League 
pitcher singe Pedro Martinez 
in 2000. 


toy | $ 
SP 4 
or 













5) 
ALBERT PUJOLS 
EARNINGS? 
ENDORSEMENTS: 


Last year the Angels slugger 
became the third-youngest 
Player in baseball history to \y 

hit 500 home runs. 





$376 














$3,200 









$2,400 


APRIL13,2015 FORBES | 19 





FELIX HERNANDEZ: OTTO GREULE JR,/GETTY IMAGES; PRINCE FIELDER: RONALD MARTINEZ/GETTY IMAGES; RYAN HOWARD: MITCHELL LAYTON/GETTY IMAGES; CLIFF LEE: ALEX BRANDON/AP PHOTO 


CLAYTON KERSHAW: CHRISTIAN PETERSEN/GETTY IMAGES; JON LESTER: LISA BLUMENFELD/GETTY IMAGES; ALBERT PUJOLS: HARRY HOW/GETTY IMAGES; CC SABATHIA: ELSA/GETTY IMAGES; 


BY MICHAEL K. OZANIAN, KURT BADENHAUSEN AND CHRISTINA SETTIMI 


LeaderBoard 


NEW BILLIONAIRES 


A Touch 
Of Glass 


Led by the mobile-screen 
tycoon who is now one 
of her country’s richest 
women, China’s billionaire 
ranks jump by 23. 


CHINA’S SHENZHEN Stock Ex- 
change has been on a tear of late: In 
the five weeks following FORBES’ 
Feb. 13 cutoff for our 2015 list of the 
world’s wealthiest individuals, the 
index rose 18%, minting 23 new 
Middle Kingdom billionaires (see 
table, right). That brings the num- 
ber of ten-figure fortunes in the 
country to 235; the United States, 
with 533, is the only nation home 
to more. 

The richest newcomer is Zhou 
Qunfei, 44, whose Lens Technol- 
ogy supplies touchscreen glass for 
Apple and Samsung phones and 
tablets. Zhou reportedly worked 
in glass factories from a young age, 
and Lens Technology, which she 
founded in 2003, now has more 
than 60,000 employees. 

The company’s public offering 
on the Shenzhen Exchange was 
Mar. 18; Zhou’s 88% stake is worth 
$3.8 billion. She joins a highly elite 
group: Of the 202 female bil- 
lionaires worldwide, only 31 are 
self-made. 








MICHAEL JORDAN 

+$100 MILLION 

NET WORTH: $1 BILLION 

His Airness’ nine-figure 2014 earnings were more 
than any other athlete’s, retired or active. 





Fluang Qiaoling Wang Qunbin 


Zhou Qunfei 


Great Leap Upward 
COMPANY | INDUSTRY 
Lens Technology | glass covers for cellphones 


NET WORTH ($BIL)' 
ZHOU QUNFEI 


$3.8 










Ningbo Tuopo Group | auto parts 





WU JIANSHU 
AO XIAOGIANG $1.4 
HUANG GIAOLING $1.4 
ZHENG XIAODONG $1.3 
CHEN JIANCHENG $1.2 Wolong Holding Group | motor production 

CHEN QINGZHOU = $1.2. Hytera Communications | mobile radios 

CHEN DAKUI $1.2 Zhongcheng Packing Material | shrink-wrap 
ZHOU FUHAI 
LIANG SHEZENG =e $1.2. Guangdong Shirongzhaoye | real estate 


FAN WEI $1.1 Fosun Group | conglomerate 





Beijing SDL Technology | environmental monitoring 
Songcheng Performance Development | theme parks 





Shanghai Tofflon Science & Technology | industrial machinery 








$1.2 Jiangsu Asia-Pacific Light Alloy Technology | aluminum products 



























































WANG QUNBIN $1.1 Fosun Group | conglomerate 
ZHANG KAIYUAN _ $1.1 Beijing SPC Environment Protection Tech | gas desulfurization plants 
L ZHOU YUNJIE $1.1 ORG Packaging | containers and packaging 
_PANG SHENGDONG $1.1 Shanghai 2345 Network Holding Group | tech services 
HE ZHITAO $1.1 Hangzhou Liaison Interactive Information Technology | tech services 
FAN JIANGANG ~ $1.0 Changshu Fengfan Power Equipment | equipment manufacturing 
CHEN YANSHENG $1.0 Rastar Group | toys and games 
CHEN BAOZHEN $1.0 Wangsu Science & Technology | Internet service provider 
CAO RENXIAN $1.0 Sungrow Power Supply | solar-power equipment 
REN JIANHUA $1.0 Hangzhou Robam Appliances | home appliances 
WANG DONGHUI $1.0 United Electronics | tech services 





ZHANG WANZHEN $1.0 Chaozhou Three-Circle Group | electronics and ceramics 





TAI| net worths calculated as of market close on Mar. 20. 








ASK 50 BILLIONAIRES 





SOCCER 


TENNIS FOOTBALL BASKETBALL 
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1 
Pe xe 


HOCKEY RUGBY 





GOLF CRICKET BASEBALL OTHER 


NONE 
‘More than one answer possible. 





NEW BILLIONAIRES BY KERRY A. DOLAN AND RUSSELL FLANNERY 


AP (TOP); IMAGINECHINA (BOTTOM); VALERIE LOISELEUX/GETTY IMAGES 


nets 
POINTS. 


BY SHERATON 


1:08 un 


Post-workout 
breakfast in. 


yi ho 
a a: 
Iau 


With 200+ hotels in more than 30 
countries, we’re everywhere you want 
and need to be. With an-authentic 
sense of the local and an always- 


approachable service, we offer what 
matters most to keep you comfortable 
and connected. This is effortless style, 
with the essentials done right. 

This is Four Points. 


FOURPOINTS.COM eT 


ie mele pas 
spg Oo Z MERIDIEN llelae ONIN A/T PeatR oN CONG 


cee on oe + 
tarwoo' Poxe = 
Preferred Wd itl ; e © 


Guest y Prout Sheraton ST REGIS eaeatt 





P05 Starwood Hotels & Resorts Worldwide, Ine. All Rights Reserved. Preferred Guest, 8P6, Four Poinls and thelr logos are the trademarks of Starwood Holals & Resorts Worldwide, Ine., or its affillates, 





CARL ICAHN 


-$1.1 BILLION 


NET WORTH: $22.3 BILLION 
The activist’s activist is a victim of cheap 


oil: His investment fund was down 7.4% 
ea e 6 last year, his first yearly loss since 2008. 


eaten Chisel ag 


YW 


FOLLOW-THROUGH 


Silicon Savant , 
OUR MAR. 28, 2011 cover story told 

of Russian Yuri Milner’s leap into the 

billionaire ranks via huge bets on Face- 

book, Groupon, Twitter and Zynga. 

Soon after, he moved offices to Hong 

Kong and began plowing half of his DST Global fund 
into Chinese startups. The physicist and entrepreneur 
(his Mail.ru, founded in 1998, became Russia’s largest 
Web portal) turned $5 billion of invested capital into 
$19 billion in five years—and he now tells FORBES he’s 
refocusing on America. (He’s already in Airbnb and 
Snapchat.) One U.S. deal he missed: Uber. “That was a 
big mistake,” he says. “| have not been sleeping well.” 


Va arey | 
DST begins assembling a $750 million stake in 
online retailer Jingdong. Value today: $3 billion. 


LATE 2011 
Puts an estimated $500 million into e-commerce 
giant Alibaba for a $2.5 billion gain. 


EARLY 2012 
Starts assembling a 7% stake in smartphone 
maker Xiaomi, now worth $3.2 billion. 


NOVEMBER 2013 
DST invests as part of a $57 million round in Lend- 
ing Club, reportedly tripling its money posi-IPO. 


NN arly 1 
Leads a $210 million round in Indian e-tailer Flipkart. 


30 UNDER 30 Antonio Arocha ae Yan Zhu 


NUVE | 30 ie YAHOO | 23 


Secret Arocha’s company makes sensor- aG ~ She developed Yahoo's 


based security systems that / Au strong e-mail encryption 
Keepers prevent fuel theft from tankers : and is vocal about discour- 
traveling cross- aging young STEM = 
: country by professionals Ga: 
Protecting your truck and from joining 


valuables with train. Next: . the NSA, 
the FORBES ata = Jay Kaplan 


those 
30 Under 30, in _ networks to | teen 
protect oil a The NSA alumn scored $25 million 
50 words or less. pipelines. from investors betting on his ap- 
proach of rewarding researchers 
based on the size of the security 
vulnerabilities they expose. 


HEIDI GUTMAN/CNBC/GETTY IMAGES (TOP); ERIC MILLETTE FOR FORBES; ILLUSTRATIONS BY PATRICK WELSH 


FOLLOW-THROUGH BY PARMY OLSON; 30 UNDER 30 BY KATHRYN DILL 
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fe 


Reduce your company’s health 


benefit costs up to 25% 
while simplifying the process 





Health care reform is no time for maintaining the status quo. Especially when it costs your 
business time and money. Rather, this is the moment to seriously consider new ways to offer 
a competitive health benefit program that also maintains the overall health of your company. 


It’s time for a private health insurance exchange. 


Of the private exchanges, only one offers the experience you want with the highly adaptable 
solution you need: OneExchange. We have served over 1,100 employers and 800,000 customers, 


representing a wide range of industries. Our solutions are simple, effective, and proven. Visit us 


at chooseoneexchange.com and see what we can do for you. 


One 


The one you need. 






from Towers Watson 


JONATHAN GRAY 


+WILLIS TOWER 


NET WORTH: $1.9 BILLION 
Chicago kid, now Blackstone’s real estate 


boss, leads purchase of the famed 110-story 
Ca (2 4 Oa skyscraper for $1.3 billion. 








205 West 57th Street, 4B 


From Leonard Bernstein to Jessica Chastain, the 
West Side story of a glamorous Manhattan co-op. 


ADD INTERSTELLAR’s Jessica Chastain to the galaxy of stars who have lived in apartment 4B 
at 205 W. 57th St. in New York City. In March the Oscar-nominated actress and her boyfriend 
paid $5.1 million for the four-bedroom duplex in the Osborne—a 130-year-old landmark building 
opposite Carnegie Hall—that was once home to Leonard Bernstein, legendary vocalist 

Bobby Short and Tony-winning composer Adam Guettel. Some other high notes: 





Built in 1885, the Osborne—with its 
John La Farge murals and Tiffany 
glass—goes co-op when tenants 
buy the building for $2.5 million 

(about $19.5 million in today’s 
money). Among them is Leonard 

Bernstein, who lives in 4B and also 

rents a studio in the building, where 

he reportedly composes portions of 
West Side Story. 





Chastain and her boyfriend, 
Italian fashion exec Gian Luca 
Passi de Preposulo, purchase 
the nine-room apartment. But 
they’d better keep the music 
low to avoid bothering even 

the famously Zen New York 
Knicks president, Phil Jackson, 

who’s downstairs—he paid 
$4.85 million for Apartment 3B a 
last August. 


Another composer moves in 
when Adam Guettel, who won 
two Tonys for The Light in the 
Piazza, buys 4B from Syms for —e a : EE 

a reported $3.5 million. Bernstein sells the apartment to 
actor Larry Storch (of F Troop 
fame) and moves to the Park 

The 3,200-square-f Avenue penthouse in which he'll 
pad goes Sea ao famously host a 1970 party for 

when Storch sells it to the Black Panthers. 

cabaret singer Bobby 

Short. Neighbors enjoy 

hearing him practice 
piano but don’t or 
appreciate that he paints == > 
over the apartment’s A t } 
mahogany doors. Ss 











Marcy Syms, heir to an 
off-price clothing empire 
(Syms, Filene’s Basement), 
buys the place from Short 
and restores the wood 
paneling and Tiffany 
glass windows. 
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THE NEW YORK HISTORICAL SOCIETY / GETTY IMAGES; JASON MERRITT / GETTY IMAGES; RICK MACKLER / ZUMAPRESS / NEWSCOM; 


BY MICHAEL SOLOMON 


RICHARD E. AARON / REDFERNS / GETTY IMAGES; ABC PHOTO ARCHIVES / GETTY IMAGES; PICTORIAL PARADE / GETTY IMAGES; VICTOR J, BLUE / BLOOMBERG 


$1 SPENT IS 1.5 MIPES EARNED: 


isa t 


The only Card to offer: 


Se ee e United Club™ Membership No Foreign Transaction Fees? 
e Premier Access°® ¢ 1.5 Miles Per $1 Spent 


ee cial Aes 


e 2 Free Checked Bags’ 





PNR ese Apply now and get a $100 statement credit ics rei Pg ae 


Nil tsersclalecel Keel Pay Per PL) | UNITED 3) 


‘Free Checked Bag; Free bags are for first and second checked bags for the primary cardmember and one traveling companion per reservation. Service charges for additional/oversized/overweight bags may apply, 

Purchase of ticket(s) with Card is required. See united. com/chasebag for details. 2Pricing: Purchase and balance transfer APR is 15.99% variable, Cash advances and overdraft advances APR is 19.24% variable, Penalty 

APR up to 29.99% variable. Variable APRs change with the market based on the Prime Rate, which was 3.25% on 3/21/14. Annual fee: $395. Minimum Interest Charge: None. Balance Transfer Fee: 3% of the amount 

of each transaction, but not less than $5. Note: This account may not be eligible for balance transfers. Cash Advance Fee: 3% of the amount of each advance, but not less than $10. Foreign Transaction Fee: None. Credit. 
cards are issued by Chase Bank USA, N.A. Subject to credit approval. To obtain information on any changes to these terms after the date above, please call 1-877-227-4245 or visit www.MileagePlusClub.com. You must 

have a valid permanent home address within the 50 United States or the District of Columbia. Restrictions and limitations apply. ‘Offer subject to change. See www. MileagePlusClub.com for pricing and rewards details, 

United MileagePlus: Miles accrued, awards, and benefits issued are subject to the rules of the United MileagePlus program. For details, see www.united.com. 


ROBERT DUGGAN 


+$930 MILLION 

NET WORTH: $3.6 BILLION 

When he was named Pharmacyclics’ CEO in 2008, 
it was worth $53 million. Now, one blockbuster 
leukemia drug later, it sells to AbbVie for $21 billion. 





LeaderBoard 


Beanbags 


new book from Google’s HR chief explores 
e data-driven strategies—not the quirks 
and perks—that make his company the best 


place to work in America (see p. 92). 


MANAGEMENT BOOKS tend to be windy affairs stuffed 
in: them, have 
you heard?) and insipid advice about keeping track of 

your cheese or harnessing the power. of the discipline of 


ot 


with bromides about teams (there’s no 


the art of the habits of highly effective. people. 


Thus it’s nice to report that Laszlo Bock’s Work Rules!: 
Insights From Inside Google. That Will Transform. How: You 


a 


Optimal-number of times a 
candidate should be interviewed: 
Google once interviewed. candidates 
as many as.25 times: Yet data show 
that an‘employee can be-hired with 
86% confidence after 4 interviews; 
each subsequent:meeting adds just 
one predictive percentage. 


Live and Lead.delivers.on-its promise. Befitting a volume 
written deep within the algorithm factory, Work Rules! 
is dense with data and counterintuitive conclusions for 


anyone looking.to make the workplace a better place, 

“People come visit Google all the time, then go install 

lava lamps and beanbags,” Bock says. “What’s missing 
is ‘Here’s the handbook for how you make the magic 


oar 


happen.’”-A few of our favorite rules: 


Gold Standards 


Percent of Google staff who are 
paid.unevenly, regardless of title. 
Compensation tracks individuals’ 

contributions, rather than-rank; even 

Sm ditla@iitst-lg cpa slsN Mace) thcst-Lerl ile] 

ats @ elt ee 


6 


Number of times an opening should 
be posted.on public job boards. The 
best candidates already know where 
they want to work—they aren’t 
scouring job postings. 


10 


Seconds.it takes to make a 
subconscious=and often incorrect— 
decision about whether to hire 
someone. Google subverts those 
snap first impressions by: providing 
hiring. managers with an “interview 
guide” full of “prevalidated” 
questions that have historically 
proven effective in identifying 
potentially great hires. 


Three members of our Midas List (see p. 68) pick the one book every entrepreneur should read. 


Not Fade Away: A Short Life Well Lived 
By Laurence Shames and 
Peter Barton 


NOT FADL AWAY 


“You'll cry. That’s okay. When you’re 
finished you'll think about your life. 
Will you strive to be successful? Or will 
you go beyond that to have true and 
lasting impact on your family, friends 
and the world we all share? Our time 
is so short. Go.” 
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Predictably Irrational: The Hidden 
Forces That Shape Our Decisions 
By Dan Ariely 


ANCOR he 


“If your job is to try to predict 
what attracts customers, this 

book is critical. It encapsulates 
lateral thinking—repeatedly 
demonstrating how we, as humans, 
consistently act differently from 
what would be expected.” 


ANE 








Competitive Strategy: COMPETITIVI 
Techniques for STRATEG) 
Analyzing Industries ; 
and Competitors 


By Michael E. Porter 


Michael E. 


Porter 


“There’s a shortage of 
knowledge of basic 
business fundamentals 
these days. Everyone needs 
a foundation.” 





GOOGLE BOOK BY KATHRYN DILL; MIDAS BOOKS BY BRUCE UPBIN 





PETER DASILVA / THE NEW YORK TIMES / REDUX; CHRISTIAN PEACOCK (TOP) 








KES US. ff 













INTRODUCING 


kindlevoyage 


: 311M UNE aK DISPLAY » REMARKABLY THIN DESIGN 
et EFFORTLESS PAGE TURNING * LIGHT THAT ADJUSTS WITH YOU 


Be eee ir ny 


DURST FAMILY 


oi Ef 


NET WORTH: $4.4 BILLION 

L.A. prosecutors charge disowned real estate 
heir Robert Durst after HBO microphone catches 
him muttering that he “killed them all, of course.” 


LeaderBoard 





OUR MAR. 23 annual roundup of the world’s 
billionaires generated plenty of impassioned com- 
mentary: awe at the sheer scale of the numbers, of 
course, but also varying degrees of concern about 
concentrating so much wealth in so few hands. 
“Such extreme inequality should concern us all,” 
said Nick Bryer, Oxfam’s policy head in the United 
Kingdom. “Not only because it is a moral outrage 
but because it is undermining growth and creat- 
ing one of the most significant barriers to ending 
poverty.” CBS News (among others) noted the 
“humble beginnings” of many on a list heavy with 
self-made fortunes, though, and economist Jeffrey 
Dorfman, contra Oxfam, boiled it down to dynam- 
ic entrepreneurial capitalism: “Few become bil- 
lionaires by exploiting others,” he tweeted. “Most 
get rich through millions of happy customers.” 








Life imitates art—or videogames, at any rate: Minecraft creator Markus Persson was far and away the most 
popular billionaire in an issue full of 1,826 of them. 


Inside the Post-Minecraft Life of Billionaire Gamer God Markus Persson 


231,993 page views 





















The Little-Known $15 Billion Empire of Africa’s Richest Man 


128,740 


The Man Many Blamed for Iceland’s Economic Meltdown Is a Billionaire Again i 
ae : -- “| thought, if | ever 
60,234 
to be one of those 
boring rich people 
who doesn’t spend 
money.” 


Meet the Man Changing What It Means to Be French After Charlie Hebdo 


“The State 
Department has come 
to see Aliko Dangote 
as completely 
inseparable from 
the Nigerian 

- government.” 


39,940 


Rags to Richest 2015: Billionaires Despite the Odds 


23,094 


How KakaoTalk’s Billionaire Creator Ignited a Global Messaging War 


“Lam still young. 
| could do this all 
again: make a billion, 4 
lose it all and still 
have time to make it 
once more.” 


18,906 


The Richest Videogame Moguls 


15,179 


Tax-Shelter Tech Takeovers 





THE BOMB 
957 VIEWS 


28 | FORBES APRIL 13,2015 


get rich !'m not going ¥ 


aut © Bes ies B a 


After our annual ranking of the 
world’s wealthiest was published, 
wealth reporter Chase Peterson- 
Withorn, who helped research and 
compile FORBES’ 2015 Billionaires 
list, hopped on Reddit for an 

“Ask Me Anything” chat. 


MATADERO Has anyone on 
the Billionaires list attended 
community college or re- 

ceived no higher education? 


GOLDNUKE With many 
individuals going to great 
lengths to keep their finances 
discreet, how does FORBES 
calculate net worth? 


PASTRIES How many bil- 
lionaires do you think aren't 
on the list, whether due to 
secrecy or lack of evidence? 





BY MEHRUNNISA WANI 
TOP: CHUCK BURTON / AP 


Everything we do best. 
All under one panoramic sunroof. 


The new Volkswagen Touareg TDI® Clean Diesel. Let the sun shine down through the available 
panoramic sunroof* on every luxurious detail in the new Touareg, the pinnacle of German craftsmanship. 
Get comfortable in its 8-way power-adjustable heated front seats and enjoy available new features, 
like Lane Departure Warning, Autonomous Emergency Braking}* and Adaptive Cruise Control — all of 

which help offer the invaluable amenity of more confidence on the road. It’s everything we've perfected, 


perfectly combined. Isn’t it time for German engineering? 


“Available only on select trims, **Do not rely solely on Front Assist with Autonomous Emergency Braking. It is designed to help minimize the effects of certain collisions and is nota 


vw.com 
substitute for attentive driving, This feature has important \imitations; see Owner's Manual for further details. ©2015 Volkswagen of America, Inc. 








Das Auto. 


THOUGHT LEADERS 


PAUL JOHNSON // CURRENT EVENTS 








ONE CATASTROPHE AT A TIME 


A NUMBER of commentators have re- 
cently declared that the world is a more 
dangerous place today than they can ever 
remember it being. Is it? The biggest dan- 
ger, theoretically, would be a full-scale 
nuclear war among the great powers, 
and there seems to be no sign of that. 

The two most powerful states, the 
US. and China, are firmly set on a peace- 
ful course of national accumulation and 
put increasing their prosperity ahead 
of any other objective. President Obama 
is eager to disengage the U.S. from any global commitment that might 
involve him, however remotely, in a confrontation with either China or 
Russia. He’s even come within measuring distance of stating that if Russia 
attempts to recreate the Soviet empire, Europe will have to deal with it. 

The war in Ukraine is bogged down, and Russia has been badly hit 
by the double punch of Western sanctions and the huge drop in oil 
prices. Russia is the only major power whose standard of living is actu- 
ally falling, but Russian opinion is curiously impervious to a drop in 
spendable incomes, especially if it can be blamed on the West. However, 
that doesn’t mean Putin can afford to take more risks. Any further en- 
croachments in Ukraine would bring much bigger risks and dispropor- 
tionately small gains. Putin’s own position, which depends on balancing 
power centers among the Moscow elite, is far from secure, as his curi- 
ous disappearances and reappearances from public view suggest. 

In comparison, China’s elite is almost entirely preoccupied with 
internal matters, particularly the economy. China’s ascent has been almost 
without precedent in modern world history, and slowing the economy 
down will continue to be tricky. China’s enormous middle class has 
only just begun to enjoy spending its savings on foreign travel, imports 
of nonessentials and buying bigger houses. The kind of contraction in 
middle-class spending power that any increase in armaments or ex- 
pansion of the Red Army would entail is presently out of the question. 

China already has an alarming worry on its doorstep: Japan has started 
to think seriously about its future as a military power. Following WWII, 
Japan renounced nuclear weapons and stated that it would never again 
seek to resolve its problems by military means. This was the pacific 
background to Japan’s incredibly swift economic upsurge, which, until a 
few years ago, had made it the world’s second-largest economy. 

The fact that China has overtaken Japan has given many Japanese 
reason to rethink this position. Japan and China have many minor yet 
irritating and potentially explosive disagreements, which China could 
easily “solve” by force, if it so chose. The dynamics would change should 





Japan decide to renounce its self-imposed arms 
limitations, which lately it seems inclined to 
do—especially if doing so could lift Japan out of 
the deflationary dead end into which it subsided 
20 years ago. This scenario is likely to absorb 
much of China’s attention for the next few years. 


PATIENCE YIELDS REWARDS 


What about Europe? If the U.S. continues to 
pursue Obama-style politics, leaving Europe 
saddled with its own defense, the EU is un- 
likely to continue in its present form. In any 
case, changes are inevitable. In the U.K. the 
Tories look set to remain in power after the 
May elections and will push ahead with the 
proposed referendum on Europe. If the Euro- 
skeptics win, Britain’s relationship with the EU 
will become much looser, especially financially. 
In France it looks as though Marine Le Pen will 
win the next election; she will demand a loosen- 
ing of ties. Her example will be widely followed, 
at which point the EU will revert to Charles 
de Gaulle’s formula of “l’Europe des patries.” 
This, in turn, will mean a lowering of tension in 
the part of the world where Europe still carries 
weight. For there is nothing more dangerous 
than an unstable and internally riven suprana- 
tional entity, and anything that will defuse the 
European pseudo-supernation is welcome. 
What happens with the EU may well have 
an effect on attempts within Islam to create 
a superstate on a similar model. The chances 
of building such a state by physical force, A la 
ISIS, have never been strong. The horrific ex- 
tremes of ISIS are alienating Muslim opinion 
to the idea of an Islamic emirate, let alone a 
grandiose sultanate or Ottoman-style empire. 
I’ve always believed that the West’s best course 
is to exercise patience, while taking all the nec- 
essary steps to combat terrorism. I prophesy 
that in a year the end of the extremists’ terror 
threat will be in sight and that we'll be able to 
turn our attention back to other nightmares, 
real or imaginary, such as climate change. @ 





PAUL JOHNSON, EMINENT BRITISH HISTORIAN AND AUTHOR; DAVID MALPASS, GLOBAL ECONOMIST, PRESIDENT OF ENCIMA GLOBAL LLC; AND AMITY SHLAES, WHO SERVES AS PRESIDENTIAL 
SCHOLAR AT KINGS COLLEGE AND CHAIRS THE COOLIDGE FOUNDATION BOARD, ROTATE IN WRITING THIS COLUMN. TO SEE PAST CURRENT EVENTS COLUMNS, VISIT OUR WEBSITE AT 


WWW.FORBES.COM/CURRENTEVENTS, 
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THOMAS KUHLENBECK FOR FORBES 


The challenge is to identify 
and attack the genetic flaws 
Neer einer fale 





~ Andin some cancers, Dana-Farber 
BIS aer- 8 YSU Bed el0 lO) 


The Human Genome Project, which first mapped our genetic blueprint, opened a world of possibilities. What if we 
could treat cancer by going after the genes responsible for the disease? This spirit of innovation has put Dana-Farber 
at the forefront of cancer genetics. In fact, we discovered that lung cancer patients with an EGFR mutation dramatically 
respond to a drug that targets it, extending lives worldwide. Today, we are developing the next generation of targeted 
therapies that are showing promise for many cancers, including lung, stomach, colorectal, melanoma and breast — 
with the hope of new advances on the horizon. 


Videos, whitepapers and more at DiscoverCareBelieve.org/Forbes. DANA- FARBER 
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THOUGHT LEADERS 


RICH KARLGAARD // INNOVATION RULES 


THINK (REALLY!) SMALL 


SOCIALISM WORKS! So wrote manage- 
ment guru Tom Peters, in FORBES ASAP, 
in the 1990s. You scoff? Okay, you’re 
half right. Socialism works, but only in 
very small numbers. It doesn’t scale. 
The same is true of teams in business. 
Think of any typical ones: research, a 
product invention, a marketing launch 
or asales campaign. A team of people 
happily committed to the project and 
to one another will outperform a bril- 
liant individual nearly every time. But 
the team must be small—really small—or it will get in its own way. 
This isn’t a new idea. In Roman times a squad was made up of 
soldiers who could effectively hear their commander’s orders during 
the clash of battle. The squad’s size—eight—was defined by the num- 
ber of soldiers who could share a standard tent. Two thousand years 
later Amazon’s founder and CEO, Jeff Bezos, speaks of the “two-pizza 
rule” as the guidepost for team size. “If it takes more than two pizzas 
to feed the team, the team is too big,” Bezos likes to say. 
Is it a coincidence that Roman legion squads and Amazon’s strike 
teams are of similar size? No. The very nature of the human brain— 
in particular, short-term memory—revolves around what psychologist 
George Miller famously called “the magical number seven, plus or 
minus two.” That is, human short-term memory is capable of captur- 
ing and briefly holding between five and nine items of information. 
Think of Zip codes. The brain has a limited repertoire of tricks to en- 
hance that power. (One of them is “chunking” small clusters of data, 
such as the way we see telephone numbers as a three-digit area code, 
a three-digit local prefix and a four-digit direct number at the end.) 
This means the optimal size of small teams is the same as the ef- 
fective range of short-term memory in our brains. Our minds seem 
to work best in that zone of seven, plus or minus two. Below that, 
the team often devolves into pairs or trios; above that, team commu- 
nication begins to break down. But why, exactly, does it break down 
beyond the two-pizza-size team? 


HARD MATH OF IMPOSSIBLE CONNECTIVITY 


The answer lies in the mathematics of networks. To understand the mag- 
nitude of this effect, let’s look at the smallest number of connections in a 
team and progress forward, showing the total number of connections: 
2 members = 1 connection 
3 members = 3 connections 





RICH KARLGAARD IS THE PUBLISHER AT FORBES. HIS NEW BOOK, TEAM GENIUS: THE NEW SCIENCE OF HIGH- 
PERFORMING ORGANIZATIONS, COMES OUT IN JULY. FOR HIS PAST COLUMNS AND BLOGS VISIT OUR WEBSITE 
AT WWW.FORBES.COM/KARLGAARD. 
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4 members = 6 connections 


5 members = 10 connections 

6 members = 15 connections 

16 members = 256 connections 

32 members = 1,024 connections 

Notice that after the low-digit numbers the 
equation settles down into N?, with N repre- 
senting the number of team members. The 
complexity of the network grows far faster 
than the number of team members does. At 
1,500 team members—the typical size of a 
$500 million (revenue) company or division— 
the number of interconnections reaches 
2.25 million. And that creates an obvious prob- 
lem. Human beings can only handle, much 
less maintain, much smaller numbers of con- 
nections. That’s why, as the number of team 
members grows, relationships degrade quickly. 

Most of us are good at staying in contact 
with five or six other people on a constant 
basis. But doing so becomes a whole lot tough- 
er with a dozen or more. At 50? Fat chance. 
Not even those rare individuals who have 
photographic memories for faces and names 
are able to stay in touch with a team that size 
in the same way they can with one made up 
of only a half-dozen others. Despite the tools 
of social networks, texting and videoconfer- 
encing, we still don’t have the time or the 
bandwidth to continually maintain hundreds 
or thousands of close, personal connections. 

That’s why bigger teams almost never 
correlate with a greater chance of success. 
That’s why socialism fails beyond a dozen or 


so people. It has nothing do to with ideology - 


and everything to do with the hard math of 
impossible connectivity. 


June Cruise 


Join Steve Forbes, Ken Fisher and me on the 
24th Forbes Cruise for Investors. We'll sail 
from London on June 28 aboard the luxurious 
Crystal Symphony and work our way to Ireland 
and Iceland. Call 800-530-0770 for details. @ 


THOMAS KUHLENBECK FOR FORBES 





Friends with 
potential tax benefits. 


Hurry! It’s almost April 15th. 


Open and fund a TD Ameritrade IRA today to take advantage of 
potential 2014 tax benefits. It only takes 15 minutes to open an IRA, 
and our retirement consultants are here to give you step-by-step 
help if you want it. 


Get up to $600 when you open and fund a new account. Ameritrade 
Call 877-tdameritrade or visit tdameritrade.com/ira you got this. 


Offer valid through 4/30/2015. Funding of $25,000-$99,999 receives $100; funding of $100,000-$249,999 receives $300; and 
funding of $250,000 or more receives $600. Cash bonus subject to twelve-month funding-duration condition. See website for details 
and other restrictions/conditions. This is not an offer or solicitation in any jurisdiction where we are not authorized to do business. 
TD Ameritrade, Inc., member FINRA/SIPC. TD Ameritrade is a trademark jointly owned by TD Ameritrade IP Company, Inc. and The Toronto- 
Dominion Bank. © 2015 TD Ameritrade IP Company, Inc. All rights reserved. Used with permission. 
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ZURICH INSURANCE. y 
RULY LOVE THEIR BUSINESS. ZURICH 


Sees E 


This is intended as a general description of certain types of insurance and services available to qualified customers thr idiari ithi i i 
the US, Zurich American Insurance Company, 1400 American Lane, Schaumburg, tL 60196, in pores Zurich ines Gort cee a ee i cae 
Suite 5500, PO Box 290, Toronto, ON M5X 1¢9, and outside the US and Canada, Zurich Insurance plc, Ballsbridge Park, Dublin 4, lreland (and its EEA branches) z ri aa ae 
Company Ltd, Mythenquai 2, 8002 Zurich, Zurich Australian Insurance Limited, 5 Blue St., North Sydney, NSW 2060 and further entities as required by local j i dicti cern 
coverages are not available in all countries or locales. In the US, risk engineering services are provided by The Zurich Services Corporation Tao Ont DDE TA, 
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Promotion 


Compass Group USA 


200,000 Associates, 20 Businesses 
and Never a Reason to Leave 


From its headquarters in Charlotte, North Carolina, Compass Group USA 
is a family of companies providing food and support services across all 
50 states and in every setting—from cultural arts centers to oil rigs, 
school dining to corporate cafes, hospitals to sports arenas, vending to 
the entertainment industry’s most iconic events. 





“Growing great people and building great 
companies is what we do,” says Gary Green, 
chief executive officer. “Because of our scale, 
stability and size, we believe we can offer 
associates and prospects the most career 
opportunities of any company in culinary and 
hospitality. What we say here—and we mean 
it—is that there is really never a reason to 
leave Compass Group.” 


Accolades and Opportunity 

Compass Group continues to earn “best places 
to work” honors, and the wealth of opportunity 
available company-wide for all employees is a 
key reason. 

There’s a place for Compass Group employ- 
ees to grow and thrive in any part of the culi- 
nary or hospitality business, says Gary Snyder, 
chief people officer. “If they want to work 
at the Oscars or the US Open, we can make 
that happen. If they want to serve in a cultural 
institution in their community, we probably do 
catering there. If they are interested in working 
in higher education or a public school setting, 
we can do that.” 

“We appreciate the power of diversity and 
inclusion, and our company’s business model 
demonstrates that,” says Green. “To us, diverse 
culture reflects more than gender, ethnicity, 
nationality or religion. It means appreciating dif- 
ferences when you come into an organization, 
understanding the culture of the company and 
the culture of our clients. From the beginning of 
their career at Compass Group, associates learn 
about different dimensions of diversity and inclu- 
sion, and why it is critical to our business.” 


Entrepreneurial Culture 

Unlike competitors that use one-market approach 
across all industry segments, Compass Group 
promotes an entrepreneurial approach. 


“We build companies and let them operate 
as they see fit across whatever subcomponent 
of the industry they are in,” says Green. “The 
entrepreneurial spirit and culture in a sporting 
venue, for example, will be different from that 
of a healthcare setting.” 

Snyder points out that many of the founders 
of the businesses under the Compass Group 
banner are still involved. That includes Fedele 
Bauccio, co-founder and CEO of Bon Appétit 
Management Company, who was named Ernst 
& Young Entrepreneur of the Year™ in the 
National Retail and Consumer Products category 
last year. 


Innovation and Sustainability 
Practices 

Farm-to-fork sustainable supply chain pro- 
grams, support of family farms, human rights 
advocacy for farm workers, farm animal welfare 
and responsible seafood harvesting are among 
the innovative programs that instill a sense of 
pride company-wide. “Our leadership in these 
areas helps us attract and retain associates,” 
says Snyder. 

There’s also innovation in the career flexibil- 
ity Compass Group offers. “We have the abil- 
ity to attract, train, develop and move people 
anywhere they want to be in our industry,” 
says Snyder. 

The strategy works, he adds. “The number of 
employees with 30 to 50 years of service across 
all our businesses is staggering. They can find a 
lifelong career with us.” 





Learn more about careers at 
Compass Group USA 
Www.compassgroupcareers.com 
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As the sixth-largest 
employer in the world, 
Compass Group is the 

leader in foodservice 
management and support 
services. Compass Group 
USA offers opportunities 
for talented individuals 
in many marketplaces 
across the United States. 
With FY2014 revenues 

of $13.6 billion, 

the company’s career 
opportunities continue 

to grow. 


At Compass, a meal is more than the amazing food on the plate. It 
is an experience of unmatched quality and hospitality that delights 
as much as it satisiies. That’s why we are the biggest 100C 
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ON THE DOCKET 





The Blame 
Game 


Asbestos lawyers were milking 
billions from American industry 
by allowing their clients to 
misrepresent their exposure. 
They got away with it for years, 
until an obscure, bankrupt 
gasket company refused to 

play ball. 


BY DANIEL FISHER 


na quiet bankruptcy court in Charlotte, 

NC., closed to all but court personnel 

and people who'd signed strict confiden- 

tiality orders, attorney Garland Cassada 

laid out the inner workings of one of the 
longest-running and most lucrative schemes in 
the American litigation business. 

Arguing for a manufacturer of asbestos 
gaskets named Garlock Sealing Technologies, 
Cassada explained how lawyers had tailored the 
testimony of their clients to minimize their ex- 
posure to more dangerous products, thus mak- 
ing Garlock seem more liable than it really was. 

Cassada’s evidence for this scheme came 
from the mouths of the asbestos lawyers them- 
selves. In an unprecedented move Garlock 
had persuaded U.S. Bankruptcy Judge George 
Hodges to allow it to dig into case files and ques- 
tion the lawyers who'd helped drive the com- 
pany into bankruptcy. 

That led to revealing disclosures like that of 
Benjamin Shein, a prominent Philadelphia as- 
bestos attorney whose firm had settled the case 
of a former shipyard worker named Vincent 
Golini against then-solvent Garlock in 2009. 

Golini was dying of the excruciating, asbestos- 
linked cancer known as mesothelioma when he 
sued Garlock and testified that he couldn’t recall 
working with other, more common and more 
hazardous products like Owens Corning’s Kaylo 
pipe insulation or EaglePicher asbestos cement. 
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si aR aS 
As soon as he settled, however, Golini’s lawyers 
filed claims against those precise companies— 
based on affidavits they’d drawn up before Golini 
professed ignorance of their products. 

“Our goal is to maximize a client’s recovery, 
okay, and in order to do that, what we focus on 
for the deposition is the viable, nonbankrupt 
companies,” said Shein in his own deposition. 
“That’s our job, okay?” 

And had the asbestos lawyers prevailed, 
Shein’s efforts and Golini’s multiple filings 
would have remained secret. But thanks to 
Garlock’s persistence the evidence has come 
spilling out. That evidence could be the biggest 
turning point in the decades-long multibillion- 
dollar battle over who will pay for asbestos 
cleanup across the U.S. Garlock is suing Shein 
and lawyers at five other firms for racketeering 
and fraud over their asbestos litigation. Shein’s 
lawyer, Daniel Brier, says that “Ben Shein is a 
zealous advocate for his clients” and the lawsuit 
has no merit. 

“More justice was done in the Garlock 
bankruptcy than in all the previous bankrupt- 
cies put together,” says Lester Brickman, a 
professor at Yeshiva University’s Cardozo 
School of Law and a paid expert for Garlock, 
whose research revealed how asbestos law- 
yers were gaming the system. “There’s ram- 
pant fraud in every one of those cases.” 

It wasn’t supposed to turn out this way. 


Steve Macadam, the 
little CEO who stared 
down the big, bad 
asbestos lawyers. 
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Garlock had been a bit player in the asbestos 
saga throughout the 1980s and 1990s, settling 
mesothelioma cases for a few thousand dollars 
apiece, but by the early 2000s bigger asbestos 
manufacturers like Johns Manville and Owens 
Corning had all gone through bankruptcy and 
were immune from further asbestos lawsuits, 
so the lawyers turned their attention to Gar- 
lock. Settlement demands escalated as lawyers 
won some big victories, including a $37 million 
jury verdict in California. Soon Garlock’s total 
payout exceeded $1 billion, four times its annual 
revenue. 

Normally, a company in this situation strikes 
a deal with the plaintiff lawyers to set up a bank- 
ruptcy trust to settle the current litigation and 
pay claims into the future. But Garlock wasn’t 
willing to go along. 

Stephen Macadam, the 54-year-old chief ex- 
ecutive of Garlock’s Charlotte, N.C. parent com- 
pany, EnPro Industries, was skeptical about the 
company’s liability in the first place. Macadam 
had started his career as a DuPont engineer 
working beside pipe fitters and millwrights. He 
knew it often took all day to break down a single 
valve and replace the gasket, supporting the 
testimony of Garlock’s medical experts that it 
would be nearly impossible to get a lethal dose 
of asbestos from its gaskets. 

“We were attracting the claims of every 
person diagnosed with mesothelioma, and they 
all said they got it from a Garlock gasket,’ says 
Macadam, who joined EnPro in 2008. “It was 
just ridiculous.” 

Garlock’s problem was the people suing it 
couldn’t seem to remember working with any- 
body else’s products, especially the potentially 
deadly insulation pipe fitters had to cut through 
to get to a Garlock gasket. In depositions, dying 
cancer patients would answer no to repeated 
questions about whether they’d worked with 
common construction materials like pipe insula- 
tion or asbestos-containing joint compound. In 
one case a former Navy worker claimed others 
removed valves from ships, cleaned off all the 
insulation and brought them to him to disas- 
semble onshore, conveniently eliminating the 
possibility of being exposed to anything but a 
Garlock gasket. 





Garlock’s average mesothelioma settlement 
payment rose past $70,000 in the mid-2000s 
from less than $10,000 in 1999, while the cost 
of defending itself at trial sometimes exceeded 
$400,000. 

Macadam put Garlock in bankruptcy in June 
2010. Once there he gave Cassada permission to 
pursue a highly unconventional strategy of prov- 
ing that the claims against Garlock had been 
inflated by fraud. After a lengthy battle with the 
asbestos lawyers who tried to keep them secret, 
the company obtained millions of claims filed 
with more than 20 bankruptcy trusts. 

Finally, Judge Hodges allowed full discovery 
into 15 high-value claims Garlock had settled, 
including depositions of the lawyers involved. 
Hodges found plaintiffs had hidden their expo- 
sure to other products until they settled with 
Garlock, only to file additional bankruptcy trust 
claims that often contradicted their previous 
testimony, sometimes literally the day after 
settling. 

Citing settlements that had been “infected 
by the manipulation of exposure evidence by 
plaintiffs and their lawyers,’ Hodges last year 
slashed Garlock’s bankruptcy liability from the 
$1.3 billion plaintiff lawyers were seeking to 
$125 million. 

The asbestos lawyers insist that prior to 
declaring bankruptcy, Garlock made a business 
decision to settle cases rather than challenge 
them in court, implying it didn’t delve deeply 
into the evidence that might exonerate it. 

Garlock is still in bankruptcy, but Macadam’s 
refusal to play by the asbestos bar’s rules may 
yield huge dividends for other firms like Honey- 
well, Ford and Volkswagen that are still solvent 
and facing tens of thousands of asbestos-related 
lawsuits. They’ve filed briefs in Hodges’ court 
seeking the millions of documents Garlock un- 
covered. Congress, meanwhile, is considering a 
law that would require the asbestos bankruptcy 
trusts to open their records. 

“If youre a solvent defendant still in the tort 
system, you’re scared to death of these guys, and 
we were, too, until we entered reorganization,” 
Macadam says. “All they have to do is make up 
their mind to go after you, and they can make 
you hurt. And make you pay.” IK 
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| “A lawyer with his briefcase can steal more than a thousand men with guns.” 
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—MARIO PUZO 
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Indy, these teams are 


| tops, according to our 

] 2015 ranking of college 

| basketball’s most 

| valuable teams. 
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1. Louisville 
Cardinals (ACC) 


VALUE # 
$38.3 mil 
ONE-YEAR CHANGE 
-3% 
REVENUE 
$41 mil 


PROFIT 


$24 mil 


2. Kansas Jayhawks 
(Big 12) 
VALUE x 
$35.4 mil 
ONE-YEAR CHANGE 
% 
REVENUE 
$31 mil 
PROFIT 


$22 mil 


3. Kentucky 
Wildcats (SEC) 


VALUE 
$31.5 mil 
ONE-YEAR CHANGE 
-3% 
REVENUE 
$35 mil 


PROFIT 


$19 mil 


4. Arizona Wildcats 
(Pac-12) 
VALUE 
$28.5 mil 
ONE-YEAR CHANGE 
% 
REVENUE 
$28 mil 


PROFIT 


$18 mil 
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The Anti-Social Network 


Alan Schaaf transformed a simple file uploader into a viral content 
empire. Now he has to turn Imgur into a business. 


BY STEVEN BERTONI 


he first thing you notice at Imgur’s 

new San Francisco office are the 

giraffes. They’re everywhere: 

inflatable giraffes, posters of kiss- 

ing giraffes, a massive mural of a 
giraffe donning a monocle and top hat. “That’s 
our mascot, Imguraffe,” says 27-year-old founder 
and CEO Alan Schaaf. “It started as an April 
Fool’s joke when we added a giraffe theme to the 
site for a day and got e-mails for six months beg- 
ging us to bring it back.” 

For Imgur—the Web host of most of the 
Internet’s memes, GIFs, jokes and tropes—the 
giraffe is a perfect mascot: strange, awkward 
and huge. Each month Imgur (pronounced 
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“fmager”) attracts more than 150 million unique 
visitors, more than 5.5 billion page views and 45 
million new images. Since 2009, when Schaaf 
built the site in his Ohio University dorm, 
Imgur has become the default launchpad where 
content is uploaded before blasting off across 
Facebook, Twitter, Reddit and the blogosphere. 
But Imgur is increasingly shifting from being 
an image host to a prime destination of its own. 
Roughly 30% of its audience (largely young and 
geeky) now views content directly on the Imgur 
home page and mobile app. 

That trend helped Schaaf raise $40 mil- 
lion from the venture capitalists at Andreessen 
Horowitz in April 2014, after bootstrapping the 
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site for its first five years. “It’s an incredible com- 
munity” says Andreessen partner Lars Dalgaard. 
“Users are building meaningful relationships 
with people they might not ever see and are 
finding people that they have more in common 
with than anyone at work or school.” 

Imgur now has to start making real money 
off all that traffic while dealing with a social 
network unlike Facebook, Instagram and Snap- 
chat. Imgur’s content isn’t shaped by friends or 
follows. Everyone sees the same images on the 
home page, ranked by popular vote. Top posts 
can get thousands of comments and tens of 
thousands of votes. “Imgur is a shared experi- 
ence,” says Schaaf. “I don’t see posts because I 
follow a certain person but because it was voted 
up through a democracy.” 

Navigating the site feels like channel surf- 
ing on public access television: a GIF of a bear 
playing in hay; a tutorial on how to use a battery 
and gum wrapper to start a campfire; a visual 
story of how one Imgur user helped another 
Photoshop away surgical stitches in a photo of 
her grandfather. “It’s impossible to go on Imgur 
for less than five minutes,” says Schaaf. “It’s 
true discovery. You start without wanting to see 
something in particular but find stuff you like 
every single time.” 

Schaaf knows what the Imgur horde loves 
because he is one of them. As a shy and intro- 
verted kid growing up outside of Tampa, Fla., he 
moved to Ohio at age 10 and found his commu- 
nity on Web forums for games such as World of 
Warcraft. In high school he helped run the stu- 
dent IT support team and the school’s website. 
As a computer science major at Ohio University 
he got into college radio, hosting a tech talk 
show and spinning electronic music: “I like to sit 
in my room, and I communicate out.” 

Around this time he got heavily involved in 
another platform—the massive Web bulletin 
board Reddit. He loved the site but hated the 
tedious process of uploading images. “It wasn’t 
Reddit’s problem but the Internet’s problem,” 
says Schaaf. “I thought, ‘I can do better?” 

Schaaf, at the time a college junior, built an 
upload tool in two months. It was simple and 
sparse and could turn pictures into Web links 
with the press of a button. He shared his project 
with Reddit. It took off—and crashed. He moved 
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to a larger Web-hosting service—it crashed that, 
too, He burned through four server sites before 
eventually turning it over to Amazon Web 
Services. “I had no experience handling traffic, 
but I had to learn. IfI didn’t fix it then, Imgur 
wouldn’t exist,” says Schaaf, who credits Imgur’s 
survival on the self-reliance he had learned from 
his mom, Jean Hoyt. “She built her own compa- 
ny [real estate appraisal], and when something 
breaks in the house, like, ‘We need a new toilet; 
she installs it.” 

Small ads on Imgur covered server fees and 
the occasional pizza through graduation. Schaaf 
shrugged off job offers from Facebook and 
Google to move home and run Imgur out of his 
bedroom. By 2010 Schaaf was making enough 
to rent an apartment and hire Matt Strader (an 
M.B.A. student whom Schaaf met through an 
Ohio University investment fund) to focus on 
the business side. In 2011, with Imgur getting 
30 million monthly uniques, Schaaf and Strader 
(now Imgur’s COO) moved to San Francisco and 
hired four employees. 

That number has grown to 45 since the 
$40 million venture round last spring. Schaaf 
says he’ll hit 90 employees by the end of the year 
as Imgur attracts a more mainstream audience 
through its new iOS app, launched in March. 
Plans are afoot to jump to Web-connected TVs. 
Says Andreessen Horowitz’s Lars Dalgaard: 
“This is amazing content that is not being seen 
by even a percent of the people who'd be elated 
and ecstatic if they knew it existed.” 

The bulk of Imgur’s revenue today comes 
from the single ad on each page. To fuel more 
growth, Imgur is building an in-house agency 
that will create and publish branded images, 
so-called native ads, designed for viral shar- 
ing. Schaaf says these ads will mesh with the 
style and tastes of the site. Test campaigns 
for films and games (Grand Theft Auto V) 
were a hit with users, with some ads getting 
liked and shared by an average of 4% of the 
audience. Imgur must tread lightly. Online 
clans, especially those emboldened by their 
anonymity, can protest viciously about com- 
mercials in their feeds. “The most valuable 
thing about Imgur is the community,” says 
Schaaf. “Only we can take the community 


away.” ‘*| 








* ‘Tnever read. I just look at pictures.” -aANby WARHOL 
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FRESH JUICE 
TO GO 


The transition to a 
fully mobile lifestyle 
requires a steady, 
reliable power supply. 
So make room over 
your shoulder for 

the Phorce Pro (from 
$649; phorce.com), 

a three-in-one tote 
(briefcase, backpack, 
messenger bag) with 
a rechargeable battery 
that can top off any 
USB device in your 
collection. It'll synch 
to your phone via 
Bluetooth to show 
you how much juice 
you've got left. (With 
a full charge, it’ll 
power an iPhone more 
than a dozen times.) 
Accidentally leave your 
bag at Starbucks? It’ll 
ping your phone to 
remind you to go back 
and grab it—ensuring 
that the Phorce, and 
the essential power it 
provides, may always 
be with you. 
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make tomorrow 
love today? 
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The world is changing fast. To make sure that it is for 4 Loy 0] here ie 


the better, we are celebrating our 150th anniversary 
by co-creating innovative solutions that will help 
tomorrow's generation enjoy. a better life and a more 
prosperous planet. 
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ENTREPRENEURS 


Going small: Could CEO 
Carey Smith make a Big 
Ass fan refined enough for 
the residential market? 
And would it sell? 
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ithin a year of launching 
the HVLS Fan Co. back in 
1999, Carey Smith began 
the process of changing 
the company’s name to 
Big Ass Fans. Why? Because that’s what his 
customers were calling it. “We would answer 
the phone and say, ‘This is the HVLS Fan 
Company, ” remembers Smith, smiling behind 
his neatly trimmed beard. “They would inevi- 
tably pause and say, ‘Are you those guys that 


make the big-ass fans?’ ” 

They do indeed make big-ass fans—their 
largest is 24 feet in diameter and starts at 
$4,850—and today those fans hang from the 
ceilings of stores like Target and Whole Foods, 
and factories run by Boeing, Coke and Ama- 
zon. “Throughout your day,” says Smith, 62, 
whose business cards proclaim him “Chief Big 
Ass,” “most of the things you touch have been 
either manufactured or boxed for distribution 
under our fans.” 

But the industrial and commercial cooling- 
fan industry isn’t the gold mine you might 
expect. Last year Big Ass, privately held and 
based in Lexington, Ky., took in $165 million 
in revenue, up 35% over 2013, and its gross 
profits were an estimated $74 million—not a 
huge number for a company that thoroughly 
dominates its market. 

Three years ago, looking for room to grow, 
Smith decided to attack the residential mar- 
ket, first with smaller, high-end fans and later 
with long-lasting LED lights. The move neces- 
sitated another name change, this time to Big 
Ass Solutions, and created opportunities for 
growth, but also some interesting challenges: 
Could an industrial company make products 
refined enough for the home? Could it find 
a sales channel to consumers? And could it 
maintain its Big Ass margins? 

Carey Smith has been in the business of 
staying cool since 1981, when he and his father 
founded Sprinkool in Dallas. The company in- 
stalled sprinkler systems on the roofs of build- 
ings as a means of air-conditioning, a trick 
Carey had learned as a kid during a scorching 
summer in Tuscaloosa, Ala. 

Smith helped pay his way through George 
Mason University, Hood College and the 
University of Chicago by working as a shoe 
salesman and a custodian, and the experience 
still colors his hiring policy. “We always look 
for people that worked themselves through 
college,” he says, “because just going to college 
is not enough to occupy your mind, I don’t 
think.” At Big Ass, employees—650 of them, at 
last count—tend to stick around: The com- 
pany had an 84% retention rate over five years 
through 2014. 

In its first two years Sprinkool generated 
$100,000 in revenue—and only because Smith 
was on hand at every installation, sometimes 
sleeping in the back of his pickup truck on 
road trips. At the same time, his wife, Nancy, 
was pursuing a law degree, and the family 


STEPHEN WEBSTER FOR FORBES 


You have a passion 
for your business. 





INSURANCE 


You live for the challenge of managing risk and discovering opportunities no one 
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moved to follow alternately her career and his 
business from Atlanta to Michigan to Alabama 
and eventually to Lexington in 1991, At its 
peak, in 1998, Sprinkool brought in $1.5 mil- 
lion in revenue, but it could never squeeze out 
much of a profit. 

Still, the work paid off. With each visit 
to a prospective customer’s factory, Smith 
would see tiny fans whirring and employees 
fighting over the airflow. It occurred to him 
that the ability to see a fan do its job seemed 
to have a psychological effect on workers. By 
contrast, Sprinkool’s rooftop water systems 
were out of sight and out of mind. 

Then, in a 1998 ad in a trade magazine, 
Smith saw a huge fan rotating above a group 
of masticating dairy cows: “It was like, ‘Holy 
cow, there it is!’” So in 1999 he joined forces 
with the company that made the fan in the 
ad, a small California engineering firm called 
MSC. It was a mutually beneficial arrange- 
ment, says CEO Eddie Boyd, who with his 
father had founded the business, now known 
as MacroAir: “We didn’t know how to sell 
anything. We were inventors.” 

That first year, Smith and MSC sold fewer 
than 150 fans. Two years later production 
had risen to only 750. “There’s a differ- 
ence between making one or two or five of 
something and manufacturing,” says Smith. 
Eventually he decided he could do better. 

He sold his stake in Sprinkool to his father 
and shelled out $600,000 to MSC for design 
patents—an option he had earned by hitting 
sales targets—and he went solo with HVLS 
Fan Co., employing a local machine shop as 
his initial manufacturing plant. 

When he changed the company’s name 
to Big Ass Fans, also adopting a picture of a 
donkey’s backside as his logo, he managed to 
rub some people the wrong way—namely, he 
says, “the 5% of people out there that are just 
dying to be upset about something.” That 5% 
included a post office in Louisville that re- 
fused to deliver Big Ass marketing postcards. 

Starting with Sprinkool’s customers, 
Smith had reams of data on factories and 
farms he could sell to. Eventually Big Ass So- 
lutions expanded from its adjacent machine 
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shop to five buildings, all on the northern 
outskirts of Lexington, where workers as- 
semble, test, store and ship products beneath 
massive rotating airfoils emblazoned with 
the donkey logo. 

Smith began to offer smaller and qui- 
eter commercial products to hang from the 
ceilings of stores and schools; families with 
money and space started hanging them in 
their living rooms. Most residential fans are 
low-quality and inexpensive, says Smith, 
who decided Big Ass was not going to lower 
its standards or its prices. 

Subdued compared with its industrial 
cousins, the Big Ass residential fan is sleek 
and quiet. Called the Haiku, it sells for be- 
tween $895 and $1,495, and comes in custom 
finishes like bamboo, cocoa and premium 
polished aluminum (an extra $965). The 
Haiku with SenseME—which houses mo- 
tion, temperature and humidity sensors— 
can connect to a Nest thermostat system 
to regulate temperature more efficiently. A 
connection to a Jawbone fitness tracker will 
put the fans into sleep mode whenever their 
users are in sleep mode. 

The LED products, launched last year, 
were an even bigger departure. Smith has 
been taking the new product to his estab- 
lished industrial customers, while pushing 
a garage light to residential buyers. It’s a 
long-term play into a $5 billion U.S. market, 
he says. 

Barely three years in, residential products 
already represent 17% of Big Ass revenue. 
The growth has happened largely without 
the help of big-box retailers—mostly because 
Smith refuses to let them lop 30% off of his 
top line and because he doesn’t trust them to 
educate his customers. 

Skeptical as he is of big-box retailers, 
Smith is even more wary of investment bank- 
ers and stockholders, sneering at the possi- 
bility of one day taking the company pub- 
lic—unless he can maintain control. “I don’t 
mind having stockholders,” Smith proclaims, 
perched at the head of his long boardroom 
table. “I just don’t think they know enough to 


runabusiness.” [3 








kK “Without craftsmanship, inspiration is a mere reed shaken 


in the wind."—soHANNES BRAHMS 
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What the 70 million 
Forbes.com users 
are talking about. 
For a deeper dive go to 
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PERSON 

LOUIS SAHA 

Recently retired soccer 
stud is trying his hand— 
er, foot—at startups. His 
first venture: Axis Stars, 
an exclusive social 
network for athletes, 
clubs, agents and 
sponsors. 


IDEA 

POT-FRIENDLY 
HOTELS 

The expansion of legal 
marijuana has sparked 
a growing “bud and 
breakfast” industry, 
cashing in on weed 
tourism in Colorado and 
Washington State. 


COMPANY 

TRACX 

After facing hesitant 

VCs in Tel Aviv, this 
Israeli social media 
management company ? 
moved its headquarters 
to New York City— 

and soon secured 

$28 million in financing. 
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MUTUAL FUNDS 


Dodging Tax Bombs 


How to keep the IRS at bay and pocket more profits. 


BY WILLIAM BALDWIN 


s there any greater misery for an inves- 

tor than to pay stiff taxes on a lousy 

portfolio? 

Nuveen NWQ Large-Cap Value is a 

clunker of a fund, lagging the S&P 500 
index by 5.6 percentage points a year over the 
past five years. Still, it managed to disgorge on 
its hapless customers $10.46 a share in capital 
gains in December. That was just about half the 
assets of the fund. Result: Federal taxes over 
the past year would have eaten away 14% of a 
stake in this fund held by a high-bracket inves- 
tor, Morningstar calculates. 

After years of complacency, fund buyers 
are waking up to nightmares like this. During 
the 2008-09 crash funds accumulated capital 
losses that were carried forward and used to 
shelter trading profits from the tax collector. 
Now those loss carryforwards are exhausted at 
a lot of funds, says Frank Pape, a tax-managed 
investing strategist at Russell Investments. 

The result was an upsurge in taxable capital 
gain distributions at the end of 2014. For funds 
investing in big stocks, Pape figures, the payouts 
roughly doubled from 2013, reaching 9% of as- 
sets. Expect more bad news in 2015. 

Somewhat more than half of household 
fund assets are in tax-deferred accounts. For 
those, all that matters is the pretax return. For 
the remainder, taxes matter a lot. 

Funds create capital gains for their cus- 
tomers for one of two reasons. One is that the 
manager likes to trade. Bad enough if a winning 
position is sold after more than a year, generat- 
ing long-term gain that has to be distributed. 
It’s much worse if the holding was short term. 

Short-term gains are poisonous inside a fund, 
because they get converted into high-taxed ordi- 
nary income when distributed. That stiff payout 
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from the Nuveen NWQ value fund (NQCAX) 
included $2.22 a share of short-term gain. 


of customers. When more people depart than 
come in, the manager has to sell securities to 
meet redemptions. If all that is left in the kitty 
is stocks bought years ago at low prices, their 
sale gives rise to a pile of long-term capital 
gains. Compounding this problem is that the 
escapees leave behind a shrunken share base 
over which to parcel out capital gain. When 

a gain is distributed, usually at the end of the 
year, it rains down on whoever is left in the 
fund, including victims who arrived too late to 
enjoy any profit. 


fund late in the year, just before a distribution 
date. But that doesn’t go very far to protect you. 
You could easily get whacked by a distribution 
in December on a moneylosing fund you had 





The other cause of capital gain is an exodus 


The standard advice is to avoid buying a 
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ACCOUNT. THEY WOULD ALL BE BAD NEWS IN A TAXABLE ACCOUNT. 


PIMCO FUNDAMENTAL INDEXPLUS AR 
eens SMALL CAP GROWTH EQUITY 
TFS SMALL CAP 


BNY MELLON LARGE CAP STOCK 
PIMCO SMALL CAP STOCKSPLUS AR 
JHFUNDS I} ALPHA OPPORTUNITIES 

~ NATIXIS VAUGHAN NELSON SMALL CAP VALUE 


Bal oceksireya 00) 

ENMU Uk ear hisses 
NENTS BV Ke neces 

BW 7C Viel hW\-\c)te7\ 71h) 


HAL MAYFORTH FOR FORBES 


The new MylIT app enables employees to self-resolve tech issues via 
crowdsourced collaboration, reducing service desk calls by up to 92%. 


Sie io | at bme.com/TryMylT 


Quick Request 


I'll be traveling soon and will need 
access while I'm away, Can you please 
ee 2 .access? !Request 


June 30, 10:15am 


« been trying to install CBM 
Time Tracker on my laptop but it 
repeatedly fails. Appointment 


O Help Desk (avalon 100: oon 902) 


Brad Wilson 


The new cafe on the 2nd floor of Avalon 
11Nie finathe nnani Lrasammend tha 


or fT request 





C for Employee Productivi 
IT 


© 2015 BMC Software, Inc. All rights reserved. 


INWasswminies MUTUAL FUNDS 


bought in January. So follow these rules for 
funds you hold in a taxable account: 

Consider index funds. There are no trigger- 
happy portfolio managers running these things. 
Most passive funds have very low or zero capi- 
tal gain distributions. 

Look for the ETF. Index portfolios come in 
different formats. The ones organized as ex- 
change-traded funds (as opposed to open-end 
mutual funds) are the best for taxable accounts. 
That’s because the operator can foist off gain 
positions on the middlemen who create and 
redeem shares using baskets of stock. 

Do you want value stocks like Exxon Mobil 
and Microsoft? Over the past five years the 
Vanguard Value ETF (VTV) has delivered an 
annual aftertax return of 14.5% The compara- 
ble figure for NWQ Large-Cap Value, net of the 
maximum sales load, is 5.4%. 

Look at the distribution history. Index funds 
are not the only ones that are tax-efficient. 
Sometimes an actively managed portfolio will 
do well in tax efficiency. The ideal fund deliv- 
ers almost all its return in the form of a rise in 
the fund share price. As long as you don’t exit 
the fund, that performance is not something 
you have to share with the tax collector. 

Sometimes, in contrast, an index fund is not 
as efficient as you would expect. “Schwab used 
to market [its 1000 Index Fund, SNXFX] as a 
tax-efficient investment, but it has had out- 
flows,” says Michael Rawson, a Morningstar 
analyst. The redemptions have forced the fund 
to sell appreciated stocks and dish out capital 
gains averaging 3% annually over five years. 

Distribution habits are captured in the “tax 
cost ratios” published by Morningstar. They as- 





A WAVE OF REDEMPTIONS WOULD FORCE THESE FUNDS TO 
DISTRIBUTE TAXABLE GAINS. 


BLACKROCK EXCHANGE $183 
STATE FARM GROWTH 4,275 
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GABELLI ASSET 3,971 
JPMORGAN EQUITY INDEX SELECT TK) 
DREYFUS S&P 500 INDEX 2,909 
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sume an investor in the highest federal bracket 
but, since they don’t include state income taxes, 
are a pretty good approximation to the damage 
suffered by average fund buyers. 

Be wary of funds with pent-up gains. Unreal- 
ized appreciation is the difference between the 
market value of the portfolio and the fund’s 
cost for those positions. If it’s high, a change in 
strategy or a wad of redemption orders could 
force the manager to sell positions at a gain. 

Eye turnover. This statistic tells you how 
quickly the manager unloads stocks to buy 
other stocks. It’s not always bad, since it could 
result from an effort to lower tax burdens. At 
the T. Rowe Price Tax-Efficient Equity Fund 
(annual turnover, 18%), manager Donald Peters 
has stakes in both Visa and MasterCard. If the 
market takes a spill, he says, he might unload 
his position in one in order to buy more of the 
other; after 31 days he would reverse that trade 


TREATMENT FOR A TAX HEADACHE 


Say you buy a fund share for $22 on Dec. 1 and get a $10 distribution a week later. After the distribution you are 
left with $10 in cash plus a depleted fund share worth $12. You are just breaking even, but the whole $10 shows 
up on your tax return as “income.” Reinvesting the $10 in more fund shares won't save you, The only antidote is a 
rapid exit. Sell the share for $12 and claim a $10 capital loss on it. 

Let’s suppose that the $10 payout consisted of $8 in long-term capital gain plus $2 in short-term capital gain. 
The $10 capital loss will absorb the $8 long-term gain distribution and leave you with a net $2 capital loss. 

Meanwhile, you will have that $2 from the short-term gain distribution. Alas, when this money leaves the fund 
it ceases to be a short-term gain. It is transformed into a tax pumpkin—“ordinary income.” 

So what looks like a wash is not quite that. The $2 net capital loss is something that might, depending on your 
circumstances, be useless on your tax return, But the $2 of ordinary income is sure to be taxed at a high rate. 

When the dust settles, you will have mitigated but not eliminated the tax damage from an unwanted fund 
distribution, and you will be starting over in your search for a safe place to put your money, The experience will be 
all the more painful if you paid a sales load to get the tax-prone fund. —W.B. 
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MUTUAL FUNDS 
THE BESPOKE FUNDS SOLUTION 


The most tax-efficient fund possible makes a pile of money while costing you nothing at tax time, at least if you hold on. 
Is it possible to have a negative tax bill? Not from an investment company. It can’t pass capital losses through to investors. 
You can, however, get this benefit from a collection of individual security positions. 

instead of buying shares of an S&P 500 index fund, you arrange for a computer to make trades in maybe 150 stocks. 
You wind up with, say, 12 shares of Exxon Mobil and 8 shares of Procter & Gamble and so on. if it’s well designed, your 
portfolio tracks the index very closely. 

Some of your stocks will go up, some down. The computer sells the losers, capturing capital losses, and replaces them 
with similar stocks. Procter might be scrapped in favor of Colgate or Exxon in favor of Chevron. 

Ina variation on this theme, you own all 500 index stocks, snatching losses on different batches of stocks at different 
times and buying them back after a 31-day waiting period. The wait spares you from a tax rule banning “wash sales.” 

At the end of the year you have a return close to what you would have earned on an index fund. But you also have 
some tax writeoffs. You put these capital losses to work sheltering capital gains from other sources and, to a limited 
extent, sheltering ordinary income, such as from a salary. 

Fans of this strategy say it can give you a tax benefit worth 1% or even 2% of assets a year. Caution: Such payoffs hang 
on heroic assumptions about how you use the losses and in any event are destined to tail off within a decade or so. Unless 
we get an unremitting bear market, you eventually run out of loser stocks. 

Big investors have been playing this game for a long time. Four years ago Fidelity Investments brought it to the mass 
affluent at a fee of 0.3% a year, but its service is available only to customers already paying for custom investment advice. 
Now Wealthfront, an online money manager, will do the dirty work for 0.25%, all in. 

If even that looks expensive, settle for a partial tax benefit by using a portfolio of a dozen exchange-traded funds 
instead of 150 stocks. You swap from an ETF to a similar one when the market is down. Charles Schwab does the paper 
shuffling with no fee or commission, although it pockets a spread on your mandatory cash allocation. 

Do-it-yourselfers can squeeze costs down without having cash sit idle. Divide $1 million into 40 $25,000 positions in 
randomly chosen stocks. Pluck out losers every now and then and make substitutions. You won’t match the index, but 
you'll have a fair bet: You're as likely to beat the market as fall short. -W.B. 





trader is likely to throw some painfully taxable 
short-term gains your way. 

Watch expenses. Sometimes a fund gets a 
high mark for tax efficiency by running up 
overhead, erasing the taxable income that 
would otherwise belong to 
shareholders. So don’t be 
impressed with tax efficien- 
cy unless it’s combined with 
cost efficiency. The table (at 


in a way to capture tax losses on each position. 
But very high turnover (100% and up) usu- 

ally hints at a hyperactive manager, striving 

to win the performance derby and oblivious 

to the tax consequences. Sooner or later that 


A HANDFUL OF ACTIVELY MANAGED FUNDS COMBINE LOW TAX 
BURDENS WITH LOW EXPENSES. 


left) has funds with good 
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FIDELITY MEGA CAP STOCK 0.68 
PRIMECAP ODYSSEY GROWTH 0.63 
T. ROWE PRICE GROWTH STOCK 0.68 
VALIC COMPANY II SOCIALLY RESPONSIBLE 0.56 
VANGUARD DIVERSIFIED EQUITY Ra 
VANGUARD U.S. GROWTH 0.30 
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Tax efficiency accomplishes 
the most when you can either 
hang on to appreciated fund 
shares for a long time or else 
leave them to heirs or char- 
ity. It doesn’t do as much for 
those cashing out soon. * 
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* “People will pay you a lot of money if you pretend to know how the 


tax code works.” ~aDELE VALENZUELA 
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STEADY AS 
SHE GOES 
Eric Schoenstein wants 
to see rising earnings 
in stocks he buys 

for the $5.5 billion 
Jensen Quality Growth 
Fund—but proven 
performance, not just a 
year of hot profits. 


3M 

Unsexy but extremely 
consistent, with revenue 
growth of 5% to 6%, 
double-digit profit 
growth and a dividend 
that’s up at least 20% 
each of the last two 
years. 


MICROSOFT 

Replacing Steve Ballmer 
with Satya Nadella 
improved the outlook, 
but the real test will be 
surviving, to say nothing 
of thriving, in the post- 
PC era. Will its cloud 
offering show the way? 


AUTOMATIC DATA 
PROCESSING 

Stay away, but only 
because of its valuation: 
Its P/E ratio is above 
29, way too high for a 
payroll processor, Low 
debt and strong cash 
flow are attractive, but 
being priced like a tech 
pioneer isn’t. 


With over 6,000 employees providing solutions for 20,000 
companies, BMC technology helps enterprises bring their digital 
transformation to life via mobile, mainframe, cloud and beyond. 
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YOU'VE GOT QUESTIONS? 


I’ VE GOT ANSWERS! 


“= IHEARSO MANY questions that have 
| — fast, easy answers. Here are a few: 


) “Small stocks have lagged. So should I dive 

in now?” 

No. Correctly measured, they usually 

| lag—except the first half of bull markets, 
- when they supersoar. They will likely lag 
overall until our next bull. 





“T read lots about deflation ahead and how 
it’s terrible for stocks. Is it?” 

Depends! Usually deflation comes from bad recessions—and is ugly. Oth- 
erwise, like now, it’s okay. Ignore those gloomy voices, many of them the 
same as those who earlier foresaw quantitative easing as causing mega- 
inflation. Also, whatever you read lots about is surely priced in and easily 
ignored—a great answer for so many media-splattered topics. 


“T really need income. Should I prefer preferred stocks?” 
Only if you’re a great trader or great fool! Preferreds trade only a whisker 
away from junk bonds on the one hand and junk equity on the other—all 


ROT AT UR Oy WWE XO) tu ut 
CATASTROPHE—AND CURRENCY 


MOVEMENTS NEVER, BS 
HELP YOU TIME So 





highly correlated to small-value stocks. If small value lags, preferreds 
should prove painful—yield or no. See what I said above about small 
stocks. 


“Aren't we in a new era of currency wars—analogous to water swirling a 
drain, then down and out?” 

Heavens no! Expansionary monetary policy has been a myth. Money sup- 
ply growth has been scant this cycle, as I’ve written for years. Low rates 
are not an equities catastrophe. And currency movements, contrary to 
popular opinion, never, themselves, help you time stocks. It just doesn’t 
work. Never has. 


These, and many more questions, are answered in greater depth in 
my brand-new book, Beat the Crowd (Wiley, $29.95), which isn’t about 


MONEY MANAGER KEN FISHER'S LATEST BOOK IS BEAT THE CROWD 
(WILEY, 2015). VISIT HIS HOME PAGE AT WWW.FORBES.COM/FISHER. 
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beating the market per se but how to outthink 
the herd correctly—my contrary take on 
contrarianism. You also see my contrarianism in 
these better-than-bonds stock picks for the bull 
market ahead: 

UNILEVER (UN, 43) has lagged since 2013 along 
with sales and dividends. But better times are 
coming for this global giant with over 400 
great consumer brands. Consumer discretion- 
ary stocks usually shine in the back half of bull 
markets. It’s time. Expectations are low, and it’s 
nicely priced, particularly against peers. Even 
now its dividend yield is 3.4%. 

San Jose, Calif.-based XILINX (XLNX, 41) is small 
but owns half the nice niche of programmable 
logic chips (distinguished by being reconfigur- 
able). I recommended it on Feb. 27, 2012 at 37. It 
rose to 54 but has now fallen back. If it doesn’t 
get the price up, it should be taken over readily. 
Meanwhile, you get a 2.7% dividend yield at 17 
times growing earnings. 

On Apr. 15, 2013 I recommended WESTERN 
DIGITAL (WDC, 100) at 48 and SEAGATE TECHNOLOGY (STX, 
56) at 35. Despite doing well, they should con- 
tinue to and aren’t too high. Buy if you haven’t 
already. Together they dominate the hard-disk 
memory business, which is central to cloud 
computing, It’s like a fast-growing duopoly. Yet 
STX is at only 1.3 times revenue, 10 times my 
June 2016 earnings estimate, with a 3.4% divi- 
dend yield. WDC is 1.6 times revenue, 12 times 
my June 2016 earnings estimate, with a 1.5% 
dividend yield. 

Spain’s BANCO SANTANDER (SAN, 7.4) has been 
doggy since I picked it on Feb. 10, 2014 at 9.3. 
Hence, opportunity now. Despite the nega- 
tives of European quantitative easing and 
the stupid draconian measures of regula- 
tors, it’s in a spectacular relative position as 
Spain’s largest dominant bank—just as Spain 
is kicking into gear. It’s also Spain’s most 
global bank, spanning the world. It’s cheap 
at book value, 1.7 times revenue, 12 times my 
2015 earnings estimate, with a likely 4% 2015 
dividend yield. @ 
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It takes people with a heart for service to bring a healing ministry to 
- 45 acute care and life. And it takes an innovative spirit to embrace new ways to deliver 
specialty hospitals ___ the best care. At Mercy, our 40,000 co-workers are known both for 


| their compassion and their willingness to lead change. 
» 2,000 integrated | 


physicians We are grateful for the women and men of Mercy, serving in both 
clinical and non-clinical roles, who make a difference in the lives of 


- 5th largest Catholic 


millions each and every day. Mercy physicians and co-workers were 

among the first to pioneer coordinated care through a powerful 

electronic health record. They are leading the industry in telehealth 

services, including the development of the world's first virtual care 

center. Through MyMercy, caregivers remain in touch with our 

- Hospitals and | patients electronically, including e-visits. Every day, our co-workers and 
physicians serving physicians are called to find new and better ways to make enduring 
Missouri, Arkansas, ' connections and build life-long relationships of health and wellness 
Oklahoma and Kansas | with those who choose Mercy. 
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WILLIAM BALDWIN // INVESTMENT STRATEGIES 


PAYOUTS FROM YOUR IRA 


IN THIS SAGA, our heroine, Pauline, 
is in great peril. At 70 she has $1 mil- 
lion in her IRA. She is compelled to 
make withdrawals from it, initially at 
the rate of $36,500 a year. But aver- 
age stocks and bonds don’t pay out 
anything like 3.6%. They yield about 
half that. 

The cause of meager yields is the 
government. It has decided, for the 
good of the country, to keep interest 
rates low—that is, to punish savers 





and reward spendthrifts. 

Who will rescue Pauline from this villain? Financial planners ap- 
pear on the scene with investments sporting fatter yields. They want 
her to buy high-dividend stocks (even though there is no reason to 
expect a higher return from stocks with high dividends), junk bonds 
(which are a bad buy at the moment, precisely because so many 
people like Pauline are groping for yield) and complicated financial 
products (which are a bad buy all the time). 

Pauline should turn her back on the experts and come up with her 
own portfolio. She could make an excellent one out of two security 
positions. 

Underlying this two-ticker solution is the enhanced cash flow 


AVOID HIGH-YIELD PRODUCTS— 





CREATE YOUR OWN YIELD 


that comes out of a bond with a high coupon. Also helping out is 
the revelation that dividends are not the only way to get cash out of 
a stock. 

Pauline buys $300,000 (par value) of the 5% U.S. Treasury due 
in May 2037. That will cost her $433,000. She puts the remaining 
$567,000 in a stock index fund. It could be a no-load with a low ex- 
pense ratio or else an exchange-traded fund. Among the latter, either 
the VANGUARD TOTAL STOCK MARKET (VTI, 108) or the SCHWAB U.S. BROAD MARKET 
(SCHB, 51) would be a fine choice. 

The stock position will yield $10,500 of dividends this year, the 
bonds $15,000 of interest. That leaves an $11,000 shortfall. Pauline 
gets that by selling some of the index fund. 

There is no sin in cashing out in this fashion. Dividends are going 
out of style (as they should); nowadays corporations use share re- 








GO TO FORBES.COM/SITES/BALDWIN FOR MORE ON TAX-WISE INVESTING STRATEGIES. 
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purchases as an alternative mechanism to 
disburse profits. If your dividends come to 
1.8% of your equity portfolio, and you need 
3.8% to live on, you can liquidate 2% of your 
holdings. 

I wouldn’t call this dipping into capital. 
Notwithstanding that stocks are overpriced 
at the moment, it is reasonable to expect a 
total return from them, over and above infla- 
tion, of 5% a year. If you pull out anything 
less than 5% a year your pot should grow 
over time. It will, of course, encounter some 
crashes along the way. 

What happens to Pauline? By the time 
she is 92, the bond position will have shrunk 
in value to $300,000. The stock fund will 
dwindle, too, as she steps up her cash-outs to 
meet the IRA withdrawal mandates. 

If we assume a steady 5% real return from 
stocks and an inflation rate of 1.5%, Pauline 
will have, in 2037, $824,000 left in the ac- 
count. She will be withdrawing at the rate of 
$80,800 a year (worth $58,200 in today’s dol- 
lars). She can easily make it to age 100 at this 
spending rate. 

Stocks don’t earn steady returns, and they 
may fail to attain that 5% average. If they 
crash early in the game Pauline will be forced 
to sell too many shares at depressed prices. 
But it takes some fairly pessimistic assump- 
tions to leave our heroine with withdrawals 
that don’t at least keep up with the cost of 
living. 

The do-it-yourself portfolio has tiny costs. 
Pauline would lose $284 a year to the fund 
expense ratio. She’d also lose, by dint of the 
bid/ask spread you can see on Fidelity’s bond 
price page, the equivalent of $11 a year to the 
middleman who sold her the Treasury. Total 
cost: $295 a year. 

The expert solution, with the junk bonds, 
the overbought dividend stocks and the com- 
plicated yield products, might cost $10,000 
just in advisory fees. Expense ratios on the 
funds would be additional.@ 
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What's next? What is the future of automotive safety, comfort and 
convenience? How can we improve performance and efficiency? 
How can tires help save fuel—and the environment? At Continental, 
were always thinking down the road. 


Join our team and let your ideas shape the future. 
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MARILYN COHEN // CAPITAL MARKETS 


RESET YOUR MUNI PORTFOLIO 


THE SWEET RIDE municipal bond 

| investors had in 2014 is slowing down. 

_| Demand exceeded supply, yields 

- declined, prices went up and investor 

| __ appetites were voracious. Much of this 
was due to increased federal tax rates and 
some state tax increases. 

Not only is bond demand slowing 
but yield no longer reflects risk in many 
= cases. Most investors back into buying 
their municipal bonds. They look at the 
yield first, the name of the issuer and then 
maybe the credit metrics (quantifying credit risk). 

Take, for example, New York State Dormitory Authority bonds. 
Wouldn’t you think this conduit issuer’s bonds are for dormitories? Not 
all are. The bonds can be for constructing and financing nursing homes, 
hospitals, libraries, local and state projects. In other words, nondormitory 
facilities. 

Take New York State Dormitory Authority for Yeshiva University. De- 
pending on how detailed your brokerage statement is, these bonds may be 
listed as New York Dorm Authority Revs or may include the name “Yeshiva 
University.” The problem is, Moody’s downgraded these bonds to junk. The 
5% coupon bonds due Nov. 1, 2021 are rated B3 with a negative outlook. 

If you were offered NY Dorms due in 2021 yielding 3.1%, you’d prob- 





‘EVERYTHING WE'VE LEARNED ABOUT 


THE RISKS OF GENERAL OBLIGATION 
BONDS HAS FALLEN BY THE WAYSIDE 





ably be enticed. Don’t be. The yield doesn’t come close to compensating 
investors for the risk. Standard & Poor’s stated that operating deficits have 
persisted since 2008. In the past, when the appetite for munis wasn’t so 
insatiable, these B3 junk-rated Yeshiva bonds would have yielded between 
5% and 6%. But those were the old days. 

There’s something else that’s transpiring in this muni madness. Every- 
thing we’ve learned about the risks related to general obligation bonds has 
fallen by the wayside. The bankruptcies of Detroit and Stockton, and their 
outcomes, shook GO bondholders to their core. The bankruptcy courts— 
along with the court of public opinion—subordinated bondholders to pen- 
sioners. Unbelievably, pensioners are now higher on the payment ladder 
than bondholders. 





MARILYN COHEN IS PRESIDENT OF ENVISION CAPITAL MANAGEMENT, INC., A LOS ANGELES 
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There is still an abundance of safe munici- 
pal bonds out there. Nominal yields are cer- 
tainly low but, all things being equal, focus 
on the taxable equivalent yield (TEY). If you 
are in the top 39.6% federal bracket, then 
a 2% muni yield equals 3.31%, 2.5% equals 
4.14%, 3% equals 4.97%. Add on the confis- 
catory tax rates of states like California and 
New York and we’re talking about yields that 
are competitive with dividend-paying stocks. 
And don’t forget the added benefit of no 3.8% 
ObamaCare tax on tax-free municipals. 

One way to protect yourself from stumbling 
into another Detroit, Stockton or Puerto Rico 
is to buy municipals that are part of a state 
enhancement program. That’s a program 
where the state steps in and pays the interest 
and/or principal if the issuer cannot. The me- 
chanics of these programs vary from state to 
state. Some make partial payments. Others pay 
the full amount if the issuer defaults. Read each 
official statement for the particulars. 

Here are a few to buy. WESTFIELD INDIANA MULTI- 
SCHOOL BUILDING CORP. 4% DUE JULY 15, 2024 (CUSIP: 
96023PJN6), rated A by S&P, priced at 112.4 to yield 
2.5% to maturity, which is a TEY of 4.1% for the 
highest federal taxpayers. If the debt service 
payments cannot be met, Indiana’s treasurer 
shall make such payments from the State Inter- 
cept Program. 

Buy CHEMEKETA OREGON COMMUNITY COLLEGE DIS- 
TRICT (CUSIP: 163597HY6), 3.5% DUE JUNE 15, 2025. These 
school bond payments are guaranteed by the 
state if the community college district fails to 
make them. If you pay 109.74 for this AA+ (un- 
derlying AA-) rated bonds, that’s a 2.42% yield 
to maturity and 4% TEY. If you pay Oregon state 
tax, the TEY is even sweeter. 

Finally, buy NORTH LITTLE ROCK ARKANSAS SCHOOL 
DISTRICT #1 (CUSIP: 660631VE9). The coupon is 5% due 
Feb. 1, 2023, priced at 118, and that’s a 1.49% yield 
to worst call in 2020 and 2.46% to maturity. The 
2.46% TEY is 4.08%. 

As with any bond investment, the guarantee 
isn’t worth much if the state itself is shaky. @ 


THOMAS KUHLENBECK FOR FORBES 
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COMMUNITY 


Advancing Patient Care While Reducing Costs 


BY MICHAEL RONEY 


Today’s healthcare landscape is 
shifting. The Patient Protection and 
Affordable Care Act of 2010 (ACA) 
is compelling hospitals, clinics and 
physicians to serve their patients in 
entirely new ways. 

This new reality has elevated the 
critical role of diagnostic imaging. 
“Frequently, healthcare institu- 
tions want guidance through these 
changes, and that’s our focus,” says 
Ryo Fujimoto, General Manager of 
Toshiba America Medical Systems, 
which sells and services radiology 
and cardiovascular systems and 
coordinates clinical diagnostic imag- 
ing research. “We built our business 
around this position, and it drives 
everything we do.” 





ENSURING OPTIMAL CARE 





One way the ACA has changed 
healthcare is the formula for how 
providers are reimbursed, linking 
payments more closely with results. 
“Reimbursements are divided among 
providers, with part of the payment 
based on patient feedback and medi- 
cal outcomes, making it critical that 
every phase go as well as possible,” 
Fujimoto explains. “Diagnostic imag- 
ing is a small part of the whole care 
cycle when it’s measured in hours, 


days or even dollars. 
But this stage sets up 
what happens five 
steps ahead, and some- 
times for the whole 
period of patient care. 
When used well, it sets 
up the care cycle to be 
efficient and effective.” 

Optimal patient care 
is paramount under 
the ACA, and dose 
reduction in imag- 
ing is critical. That is 
why Toshiba provides 
Adaptive Iterative Dose 
Reduction 3D (AIDR 
3D), a third-generation 
dose reconstruction 
software that comes 
standard on all Toshiba CTs. One cus- 
tomer, St. Luke's Boise Medical Center, 
is using dose limiting technology, 
reducing doses for brain imaging by 
30%, abdominal imaging by 59% and 
chest imaging by 60%. 

Of course, safety is always 
critical—for patients, providers and 
institutions. Toshiba's 360 Degrees 
of Safety program takes a holistic 
approach, focusing not only on dose 
management, but also on patient 
experience and innovative designs 
that reduce operator error, making 





Ryo Fujimoto, General Manager, Toshiba America Medical Systems, Inc. 


patients safer while improving the 
exam experience. “For instance, we 
have CTs and MRIs with larger bores, 
making it easier for the patient to 

go in and stay in,” explains Fujimoto. 
“Our MRI is also the quietest in the 
industry, making it as comfortable as 
possible to have a scan.” 





RETURN ON IMAGING 
INVESTMENT 





Advanced diagnostic imaging 
helps providers and patients save 
on healthcare costs over the long 









run by offering features to provide 
better outcomes for the patient and 
inced help for the care of popula- 
_with more efficient workflows. 
_ “One great example is our partner- 
p with Gates Vascular Institute 

in Buffalo, New York, where they 

specialize in stroke treatment,” says 
_ Fujimoto. "They save over a million 
dollars a year using our CT scanner, 
Aquilion ONE VISION. Our Smart 
Fusion ultrasound technology allows 
a clinician to sync real-time ultra- 
sound images with CT or MRI images, 
making it safer and more cost- 
effective to use no-dose biopsy. In 
the short term, productivity is higher 
and cost of treatment is lower.” 





INNOVATION AND SERVICE 


“Toshiba has a tremendous his- 
tory of technology innovation and 
a notable research-to-sales ratio,” 
Fujimoto points out. “In fact, many of 
our advanced imaging technologies 
are built on innovations developed 
for other areas of the business.” 

This innovative tradition is reflected 
in systems like e-Watch™, which 
monitors the power, temperature and 
humidity in the room in which the 
imaging system resides, and quickly 
detects problems that could lead to 
that equipment not performing at 
its full potential. Toshiba also offers a 


PROMOTION 





Toshiba's Aquilion ONE VISION can help healthcare 


facilities provide safe and fast CT examinations. 


remote diagnostic system that allows 
service engineers and applications 
specialists to see what is occurring 

on the systems 24/7. “With innova- 
tions like e-Watch, we can proactively 
address issues before they occur,’ 
Fujimoto says. 


EDUCATION AND SUPPORT 


“Education is very important to our 
customers,” notes Fujimoto. “Hospitals 
make a big investment when they 
purchase any imaging product. That 


Human Smart Community 


>> Toshiba's vision for the future is a “Human Smart Community” 
—a society that is technologically advanced but that puts people’s 
well-being first. With our focus on healthcare, energy and cloud and 
storage technology, we are working to create a future ideal of a safe, 
secure and comfortable society. In the future we envision, everyone 
everywhere can flourish and enjoy a rich and vibrant life. 


Lifenology 


>» We call the technologies needed to create this ideal society 
“lifenology’—a combination of “life” and “technology.” Toshiba 
lifenology is more than a single product or technology. Rather, by 
marrying the know-how behind a wide range of technologies, we 
create new value that can benefit people all around the world. Through 
“lifenology,” Toshiba will realize the “Human Smart Community.” 





makes it very important for them to 
adopt new skills, use the equipment 
safely and provide the image quality 
physicians need to make a confident 
diagnosis.” 

He adds that Toshiba's worldwide 
vision for Human Smart Community 
by lifenology dovetails with his 
company’s medical mission, which 
is to improve the quality of life for 
all people through a long-term, 
customer-focused partnership. 

“We're dedicated to helping our 
customers understand the intrica- 
cies of these turbulent times, provid- 
ing healthcare economic resources 
to staff and access to a call-in/e-mail 
contact for 24-hour turnaround on 
questions regarding reimbursement 
and coding. When our customers 
purchase a product, they also are 
acquiring a strong support relation- 
ship for its lifetime.” 


TOSHIBA 


Leading Innovation >>> 


To learn more about the Human 
Smart Community by lifenology, visit 
forbes.com/toshibalifenology4 
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CHRIS SACCA CAME FROM 
NOWHERE TO ASSEMBLE 
THE GREATEST ANGEL 
PORTFOLIO—TWITTER, UBER, 
INSTAGRAM—IN SILICON 
VALLEY HISTORY. AND 
HE'S TICKED OFF A LOT OF 
PEOPLE ALONG THE WAY. 


BY ALEX KONRAD 
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etween the parade of wet suits 
and abundant seafood and yoga 
joints, Manhattan Beach, just 
south of Los Angeles, tries to 
cling fast to its surf town roots. 
It’s a tough battle. Strolling the 
boardwalk, I pass beach volley- 
ball gold medalist Kerri Walsh Jennings practicing 
spikes close by glitzy homes locals say belong to 
Mark Cuban and former Oracle boss Ray Lane. 
My guide, tech investor Chris Sacca, repre- 
sents another evolution: The beach serves as his 
de facto office, and the 39-year-old eagerly points 
out spots more notable for his startup stakes than 
surf breaks. Here’s where Instagram cofounder 
Kevin Systrom pedaled beach cruisers with Sacca 


| 
| 
| 


| 





a 


foPR-(oF My I-l-(e MELA he 


APRIL 13,2015 FORBES | 67 





Chris Sacca 
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as he wrestled with fundraising options 
for his photo-sharing app. Nearby, Twit- 
ter cofounder Evan Williams pondered 
the future of social media. There’s the 
beach house from Beverly Hills, 90210, 
past which WordPress founder Matt 
Mullenweg and Sacca biked toward 
Redondo Beach. And that’s the spot 
where Twitter CEO Dick Costolo and 
Sacca endured an early morning work- 
out. “Kevin Rose did half of it and told 
me I was crazy and he wouldn’t come 
anymore,” Sacca says, mentioning, un- 
prompted, the founder of Digg. 

All these boastful highlights have 
an underlying number: $1.2 billion, the 
amount of money that FORBES esti- 
mates Sacca is now personally worth, 
up from pretty much nothing just nine 
years ago. The young former Google 
employee suddenly finds himself in the 
same financial league as veteran ven- 
ture billionaires such as Jim Breyer, 
John Doerr and Michael Moritz. And in 
terms of a hot streak he rates even high- 
er. Sacca has already had two ground- 
floor bonanzas: Twitter, in which his 
funds held more at its IPO than any out- 
side investor, and Uber, in which they 
hold 4% of a company valued at $41 bil- 
lion. And he’s sitting on investments in 
billion-dollar startups Stripe, Lookout 
and WordPress parent Automattic. 

“Chris has found every hot startup 
in the Valley and found them all dur- 
ing angel rounds,” says Yahoo CEO Ma- 
rissa Mayer, who has invested in Sac- 
ca’s funds. “This is completely without 
precedent or equivalent.” The 39-year- 
old ranks third on FORBES’ 14th annual 
Midas List of tech’s 100 top investors. 

Sacca didn’t study business or engi- 
neering, doesn’t know how to program 
a computer, never started a company of 
his own or worked at a big venture firm. 
What he does is buddy up with well- 
chosen founders, console them when 
they’re down and cajole them when 
they’re wary of big risks. “I don’t feel 
like I have a big institution to protect,” 
says Sacca. “That’s made me faster than 
the big investors.” 

But his track record is also flecked 
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with broken friendships and hard feel- 
ings. While he keeps a relatively low 
media profile—this story marks the 
first time he’s cooperating for a major 
story—his big mouth, incessant name- 
dropping and blunt elbows cause eyes 
to roll. “He’s got a bit of a hero com- 
plex,” says a peer who knows him well. 
“He’s an amazing investor, but that’s 
not enough—he has to do this hero- 

ic stuff.” At Google he crashed every 
meeting he could and then wouldn’t 
shut up. Twitter eventually had to pass 
arule, driven in part by Sacca, barring 
nonemployees from showing up at all- 
staff meetings. He and Uber CEO Travis 
Kalanick, once close friends, now bare- 
ly speak, despite Sacca’s major stake in 
the company. 

“Chris is brutal- 
ly honest about ev- 
erything,” says men- 
tor Steve Anderson of 
Baseline Ventures, an 
Instagram backer and 
No. 5 on the Midas 
List. “And he’s aware 
that he’s insecure.” But 
don’t mistake insecu- 
rity for timidity. “I get 
close to people eas- 
ily,’ says Sacca. “But 
do something to me, I 
will light that bridge 
on fire.” 

As we're talking on the Manhattan 
Beach pier, Sacca’s iPhone buzzes. It’s a 
Twitter direct message from Ben Rubin, 
CEO of Meerkat, a white-hot new app 
for live-streaming video. Sacca is not 
going to invest in Meerkat but had been 
playing with it ahead of its early chal- 
lenge at the popular conference, South 
by Southwest. He rapidly types back 
with a thumb and forefinger combina- 
tion. “I told Ben that the festival is the 
first big test, and if you keep the stream 
up, you win,” Sacca says, thrusting the 
DM thread toward my face quickly, 
then back away. “You have to offer value 
without expecting anything in return.” 
Such is how new bridges are built, amid 
the smoldering embers of the old ones. 





JENNY LEE, THE TOP- 
RANKED WOMAN ON 
THE LIST—AND THE 
FIRST EVER IN THE TOP 
TEN—HAS HAD A STEL- 
LAR DECADE AT GGV 
IN SHANGHAI, WITH 
BETS ON XIAOMI, YY, 
UCWEB AND 21VIANET. 
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2015 RANK Name /2014 Rank 
FIRM 
Biggest Deal 


1 Jim Goetz/1 
SEQUOIA CAPITAL 
WhatsApp 


2 Peter Fenton/3 
BENCHMARK CAPITAL 
Twitter 


3. Chris Sacca/12 
LOWERCASE CAPITAL 
Uber 











4 Josh Kopelman/11 
FIRST ROUND CAPITAL 
LinkedIn 





5 Steve Anderson/8 
BASELINE VENTURES 
Twitter 





6 Doug Leone/6 
SEQUOIA CAPITAL 
FireEye 


7 Paul Madera/9 
MERITECH CAPITAL PARTNERS 
Facebook 


8 Neil Shen/33 
SEQUOIA CAPITAL CHINA 
Alibaba 


9 Bill Gurley/70 
BENCHMARK CAPITAL 
Uber 


10 Jenny Lee/52 
GGV CAPITAL 

Xiaomi 

ll Scott Sandell/i0 


NEW ENTERPRISE ASSOCIATES 
CloudFlare 


12 Peter Thiel/4 
FOUNDERS FUND 
Facebook 























13 Jim Breyer/5 
BREYER CAPITAL 
Facebook 


14 Mike Maples/14 
FLOODGATE 
Twitter 


15 Mary Meeker/21 
KLEINER PERKINS CAUFIELD & BYERS 
Facebook 


16 Michael Moritz/13 
SEQUOIA CAPITAL © 
LinkedIn 
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Special thanks to TrueBridge k 
Capital Partners of Chapel Hill, N.C. 
for its wisdom and hard work in 
co-producing the Midas List. 
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SACCA IS BUSY BUILDING what will 
be one of the premier houses in Man- 
hattan Beach, a terraced 5,000-square- 
foot place powered by solar panels. It 
should be ready by August, but until 
then, he, his wife, Crystal, and their two 
young daughters (a third child is on the 
way) have been camping out at a nearby 
guesthouse. 

Due at a board meeting, Sacca 
bounds in, ripping off his beach T- 
shirt to get into his investor uniform. 
Steve Jobs had his black turtleneck. 
Chris Sacca has his embroidered cow- 
boy shirt. He bought his first one, im- 
pulsively, at the Reno airport en route 
to a speech, and the reaction prompted 
him to buy out half the store on his re- 
turn. He now owns almost 70, in various 
flavors, which he keeps near his front 
door and in the trunk of his car in case 
of emergency. “Entrepreneurs get dis- 
appointed when I show up without one 
of these,” he says, donning a black shirt 
with silver stitching. 

The Howdy Doody look is just one 
more of Sacca’s incongruities. He’s only 
from the West if you define it as west- 
ern New York. He grew up in a suburb 
of Buffalo, the son of a college professor 
and a lawyer. A top student, he wound 
up at his father’s alma mater, George- 
town, and then Georgetown Law. 

Sacca did not, however, make for a 
natural lawyer. As an associate at Fen- 
wick & West’s Silicon Valley office he 
sat in on a meeting one day with John 
Doerr, the famed partner at venture 
firm Kleiner Perkins Caufield & Byers. 
“Tt became obvious to me that the in- 
vesting side was where the action was.” 
Let go during the dot-com bust, Sacca 
wound up cold-calling members of 
the FORBES Midas List for a job, with 
no luck. Finally he landed at a startup, 
Speedera Networks, helping to fend off 
continual lawsuits from its larger rival 
Akamai. 

In November 2003 he jumped to 
Google, where he got a job on the legal 
and business development team going 
undercover to scout locations with 
low taxes—and cheap electricity—for 
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Google’s new data centers and then cre- 
ating nondescript holding companies to 
buy up the land. 

Sacca started sponging up intel in 
whatever senior executive meetings he 
could muscle into. Former Google man- 
ager turned investor Hunter Walk re- 
members walking into 
a meeting with Larry 
Page one day to update 
him on AdSense. Sacca, 
with no advertising role 
or background, chimed 
in with advice. “Google 
then was a culture that 
rewarded people who 
got things done,” says 
Susan Wojcicki, a long- 
time Google executive 
who is now the CEO of 
YouTube. “He gravitat- 
ed toward interesting 
projects and the new 
important ideas, always trying to work 
on the next big thing.” 

He sometimes put his foot in his 
mouth. Sacca was on a fellowship at the 
University of Oxford when, speaking 
publicly at a conference, he blamed wire- 
less carriers for Google Maps not ap- 
pearing on U.K. phones, sparking a head- 
line that embarrassed the Google An- 
droid group. His boss, general counsel 
David Drummond, 
told him to start 
prepping his résu- 
mé. Instead, Page 
reassigned Sacca 
to work on wire- 
less projects, in- 
cluding an ambi- 
tious but ultimate- 
ly failed effort to 
bring free Wi-Fi 
to San Francisco. 
“During one of our 
meetings Chris vol- 
unteered to drive 
around the city and 
rubber-band rout- 
ers to street lamps,” 
says Mayer, who 
got to know Sacca 
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17 Aneel Bhusri/17 
GREYLOCK PARTNERS 
Workday 


18 Fred Wilson/15 
UNION SQUARE VENTURES 
Twitter 


19 Marc Andreessen /2 
ANDREESSEN HOROWITZ 
Facebook 


20 Yuri Milner/35 
DIGITAL SKY TECHNOLOGIES 
Facebook 














| 21 Roelof Botha/29 


SEQUOIA CAPITAL 
Square 


22 Steven Ji/New 
SEQUOIA CAPITAL CHINA 
Dianping.com 





23 Rebecca Lynn/New 
CANVAS VENTURE FUND 
LendingClub 


24 Salil Deshpande/67 
BAIN CAPITAL VENTURES 
LendingClub 


25 Ben Horowitz/20 
ANDREESSEN HOROWITZ 
Twitter 


26 Promod Haque/27 
NORWEST VENTURE PARTNERS 
FireEye 


27 David Sze/16 
GREYLOCK PARTNERS 
Facebook 














28 Jeremy Levine/19 
BESSEMER VENTURE PARTNERS 
Pinterest 


29 Alfred Lin/26 
SEQUOIA CAPITAL 
Airbnb 


30 John Doerr/23 
KLEINER PERKINS CAUFIELD & BYERS 
Uber 


31 Todd Chaffee/18 
INSTITUTIONAL VENTURE PARTNERS 
Twitter 


32 Hurst Lin/54 
DCM 
E-Commerce China 


33 Danny Rimer/85 
INDEX VENTURES 
Facebook 


34 Reid Hoffman/7 
GREYLOCK PARTNERS 
LinkedIn 




















35 Jixun Foo/Returnee 
GGV CAPITAL 
Xiaomi 


36 Asheem Chandna/55 
GREYLOCK PARTNERS 
Palo Alto Networks 


37 Sameer Gandhi/41 
ACCEL PARTNERS 
Flipkart 
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at Google because of the project. 

Sacca tried other projects as well, 
such as head-faking a multibillion-dol- 
lar bid in a spectrum auction (a ploy 
that succeeded in driving up the price 
for carriers), but hit a wall with Eric 
Schmidt when his group pushed to ac- 
quire two satellite companies. Schmidt, 
then the CEO, wanted Google to hoard 
cash and brace for a downturn. In De- 
cember 2007, with most of his options 
vested, Sacca quit. 

FOR THE NEXT 18 MONTHS Sacca 
took his spectrum project and helped ex- 
ecute it on behalf of Philip Falcone’s in- 
vestment firm Harbinger Capital, netting 
several million dollars in fees for himself. 
While he spent an increasing amount of 
time at a house in Truckee, a town that 
sits atop Lake Tahoe, he decided to focus 
on angel investing in Silicon Valley. 

He’d done a bit of it at Google, but 
it was somewhat rogue. One of Sacca’s 
Google friends had gone off to launch a 
podcasting startup called Odeo. By 2006 
the guy, Evan Williams, had decided in- 
stead to start a new microblogging ser- 
vice called Twttr and asked Sacca if 
he wanted in. Sacca wrote a check for 
$25,000 and started tweeting madly, in- 
trigued by the service’s revenue and 
data potential. Sacca even caused one 
of the service’s first gaffes, when he pri- 
vately messaged graphic details of a 
fatal car accident he had witnessed in 
San Francisco and Twitter posted it un- 
intentionally on a public feed. 

“He became an investor, an advisor, 
a friend,” says Williams. “But the most 
helpful thing was that he’s such an en- 
thusiast. He made us believe in our 
own product more.” When early celeb- 
rity adopter Shaquille O’Neal sent out 
a viral tweet or when a Twitter handle 
appeared on a TV talk show, Williams 
and his core team would get a one-word 
note from Sacca: “BIG.” 

Through 2009 Sacca continued to 
make savvy individual investments in 
companies like Kickstarter, Twilio and 
Lookout, until he started running out 
of cash. He’d joined Google too late to 
make tens of millions. Hans Swildens, 
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an old contact from his Speedera days, 
was running a firm called Industry Ven- 
tures in town. Swildens liked what he 
saw in Sacca’s angel investments and 
suggested he raise a fund. Industry 
would sign the first check for Lowercase 
Capital, joined by Google friends like 
Mayer and, improbably, Schmidt. “It’s 
easy to forget now, but in 2009 or 2010 
early-stage stuff was still risky-feeling, 
and the market was still a big question 
mark,” says investor Brad Feld, a mentor 
and eventual investor in the fund. 

His bet on Instagram, started by an- 
other ex-Googler, Kevin Systrom, would 
follow, but in late 2009 he scaled up his 
investing to another level when he de- 
cided to deepen his position in Twit- 
ter. “I wasted months trying to get oth- 
ers to believe it could be a real business, 
not just a toy,” he says. “And I decid- 
ed to just buy it all myself” Emulating 
his Google land-buying, he created four 
funds with generic names to buy up pri- 
vately held Twitter shares from former 
employees. He wasn’t the only one. Ron 
Conway, a former mentor and the co- 
founder of SV Angel, 
began raising tens of 
millions with much the 
same goal. 

Sacca had been con- 
tent to raise a few mil- 
lion more, but a little- 
known friend with bil- 
lions under manage- 
ment named Suhail 
Rizvi convinced him to 
go big. The coup came 
when Ev Williams ap- 
proached Sacca to sell 
$400 million of his 
Twitter shares. Sacca 
then went traveling in Southeast Asia, 
with a secret plot to propose to his girl- 
friend (now wife) in the place where her 
parents had gotten married. That ac- 
complished, he rolled up his sleeves on 
the Williams deal. 

Sacca secretly secured commitments 
for up to $1 billion in 30 days from J.P. 
Morgan and municipal endowments. 
He and Rizvi spent it over the next 18 
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38 Gaurav Garg/86 
WING VENTURES 
Jawbone 


39 Aydin Senkut/50 
FELICIS VENTURES 
Adyen 


40 Ron Conway/65 
SV ANGEL 
Twitter 


41 Harry Weller/34 
NEW ENTERPRISE ASSOCIATES 
Groupon 


42 Navin Chaddha/30 
MAYFIELD FUND 
Qunar 


43 Hans Tung/69 
GGV CAPITAL 
Xiaomi 




















44 Brian Singerman/New 
FOUNDERS FUND 
Spotify 


45 Rob Hayes/75 
FIRST ROUND CAPITAL 
Uber 


46 Lee Fixel/58 
TIGER GLOBAL MANAGEMENT 
Facebook 


47 Xiaojun Li/New 
{DG CAPITAL PARTNERS 
Xiaomi 


48 Scott Shleifer/New 
TIGER GLOBAL MANAGEMENT 
Alibaba 


49 Ann Lamont/46 
OAK INVESTMENT PARTNERS 
Castlight Health 

















_ 50 David Chao/Returnee 


DCM 
Renren 





51 Ryan Sweeney/45 
ACCEL PARTNERS 


| Groupon 


| 52 Michael Goguen/44 





SEQUOIA CAPITAL 
FireEye 


53 Jonathan Silverstein/89 
ORBIMED ADVISORS 
Avanir Pharmaceuticals 


54 Bryan Roberts/61 
VENROCK 
Juno Therapeutics 


55 Joel Cutler/47 
GENERAL CATALYST PARTNERS 
Airbnb 


56 Charles Moldow/New 
FOUNDATION CAPITAL 
LendingClub 


57 Deven Parekh/22 
INSIGHT VENTURE.PARTNERS 
Twitter 


58 Neeraj Agrawal/37 
BATTERY VENTURES 
Groupon 
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months, buying out former employ- 

ees and other investors right up until 
the cap table closed in May 2013, before 
the IPO. When the positions became 
known, other investors were ticked off 
to see Sacca’s camp had accumulated 
the largest outside position in Twitter 
right under their noses. “He was an in- 
novator with that secondary, structuring 
a number of vehicles that didn’t real- 

ly exist like that before,” says Anderson 
at Baseline. “He saw the chance before 
other people saw, so they asked: ‘How 
did this no-name dude come up with all 
this capital?’ ” 

The person who gave up the most 
potential upside in raw dollars, Wil- 
liams, sees no problem with what Sacca 
did. “In retrospect, if I had perfect 
knowledge I wouldn’t have sold any 
stock then,” Williams says. “Some peo- 
ple didn’t like what he was doing, but 
he did what anyone would.” The value 
of Sacca’s first Twitter fund, Lowercase 
Industry, has soared about 1,500%. All 
told, his various Twitter deals have re- 
turned $5 billion to investors. 

Well before the Twitter machination 
came to light, Sacca was cementing his 
reputation as a reliable friend to start- 
ups post-financial-crisis. A group of San 
Francisco entrepreneurs and investors 
would often soak for hours in Sacca’s 
hot tub at the Truckee house, drinking 
and laughing and talking. The so-called 
Jam Tub had its own check-in on Four- 
square, and serial entrepreneur Travis 
Kalanick was its unofficial mayor. 

The Jam Tub was an annex to Ka- 
lanick’s Jam Pad, his home in the Mis- 
sion district of San Francisco, where a 
rotating crew of techies would brain- 
storm, party and enjoy a home-cooked 
meal. Sacca went at times, but Ka- 
lanick’s friend Garrett Camp, the found- 
er of the website discovery tool Stum- 
bleUpon, was a fixture. Camp, who sold 
StumbleUpon to eBay for $75 million 
in 2007, had the idea to make an app 
so his friends could book a black car to 
take them around town. He first called 
it UberCab. Camp’s friend and early ad- 
visor, the author Tim Ferriss, remem- 
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bers that the idea seemed “ridiculous” 
to many outside the Jam Pad circle. 
“People who had the opportunity to in- 
vest laughed it off as this one-percent- 
er vanity service,” Ferriss says. “Chris 
was not one of them. He had faith very 
early on.” 

Kalanick became a mega-advisor 
of sorts to the fledgling startup, and 
Sacca wanted a piece. 
The pair cement- ee | 
ed the startup’s angel : 
$1.3 million financing 
at the Truckee house, 
with Sacca ponying up 
$300,000, a large check 
for an $8 million fund. 
“T went all-in,” he says. 
More than just money, 
he helped negotiate Ka- 
lanick’s compensation 
and secure the Uber 
name from Universal 
Music Group. Lower- 
case would add anoth- 
er $400,000 worth of Uber at the Series 
A round in early 2011, led by Benchmark 
Capital’s Bill Gurley (see story, p. 78), 
and Sacca would make more side invest- 
ments later on. 

Through a spokesperson, Kalanick 
declined to comment, but conversa- 
tions with those with knowledge of the 
pair and the startup’s early days indi- 
cate that the Uber CEO got upset with 
Sacca for trying to repeat his Twitter 
move of buying up secondary shares 
in Uber from other initial investors. 
“Travis was 110% about the compa- 
ny, and with Chris it became a ‘What 
about Chris?’ issue,” says one of these 
sources. Kalanick told Sacca to stop 
coming to board meetings, which Sacca 
monitored as an advisor. They barely 
speak today. 

“What’s frustrating is I honestly 
don’t know what’s wrong,” Sacca says. 
“T’ve apologized multiple times.” When 
pushed, he concedes that his efforts to 
buy shares might have created a rift. Ka- 
lanick kept telling him it was imprac- 
tical to do, Sacca says, yet Sacca kept 
coming up with workarounds. “I guess 
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59 Bijan Sabet/32 
SPARK CAPITAL 
Twitter 


60 Randy Glein/42 
DRAPER FISHER JURVETSON 
Twitter 


61 Kui Zhou/81 
SEQUOIA CAPITAL CHINA 


Dianping 


62 Kevin Efrusy/25 
ACCEL PARTNERS 
Facebook 


63 Matt Cohler/99 
BENCHMARK CAPITAL 
Dropbox 

















64 Ken Howery/New 
FOUNDERS FUND 
Facebook 


65 Klaus Hommels/51 
LAKESTAR 
Facebook 


66 Richard Wong/24 
ACCEL PARTNERS 
Atlassian 


67 Ping Li/49 
ACCEL PARTNERS 
Cloudera 


68 David Weiden/68 
KHOSLA VENTURES 
Jawbone 


69 Anton Levy/New 
GENERAL ATLANTIC 
Alibaba 


70 Mitch Lasky/New 
BENCHMARK CAPITAL 
Snapchat 


71 Sandy Miller/38 
INSTITUTIONAL VENTURE PARTNERS 
Zynga 


72 George Zachary/40 
CHARLES RIVER VENTURES 
Twitter 





























73 David Cowan/Returnee 
BESSEMER VENTURE PARTNERS 
LinkedIn 


74 Richard Liu/84 
MORNINGSIDE GROUP 
Xiaomi 


75 George Bischof/39 
MERITECH CAPITAL PARTNERS 
Isilon 


76 Robert Ward/31 
MERITECH CAPITAL PARTNERS 
Cloudera 


77 Josh Stein/97 
DRAPER FISHER JURVETSON 
Box 

















78 Dennis Phelps/Returnee 
INSTITUTIONAL VENTURE PARTNERS 
Snapchat 





79 Bruce Golden/Returnee 
ACCEL PARTNERS (LONDON) 
Qlik Technologies 
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Chris Sacca 
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I wasn’t hearing what he was really say- 
ing, which was ‘Don’t f--king do it’” 


IF SHUNNED BY MANAGEMENT, 
Sacca remains loyal to the product: Back 
in Manhattan Beach Sacca orders an 
Uber to take him, cowboy shirt and all, 
to the board meeting. 

En route a famous founder asks him 
to tweet in support of a new hire. Sacca 
gobbles up every one of the ensuing 
Twitter mentions before we arrive at 
a small, poorly ventilated office build- 
ing in Santa Monica. This, he says, is the 
home of his next big score. 

Sacca met InVenture CEO 
Shivani Siroya at a TED dinner 
when he spotted Siroya sitting by 
herself on the fringe. Hours later 
he was sold on the former finan- 
cial consultant and UN analyst’s 
vision for a new way to score 
credit in the developing world. 
“Once I determined she wasn’t al- 
lergic to money, it was a no-brain- 
er,” Sacca says. Sacca greets Ted 
Rheingold, the COO he helped 
match with Siroya, and the other 
staff like old friends as each dis- 
cusses the group’s progress. 

Six months ago these meet- 
ings were depressing. InVenture’s 
business wasn’t working in India, 
and since it didn’t handle the 
loans itself, the payback wasn’t 
there. Now it’s growing rapid- 
ly in Kenya, and the team shows Sacca 
detailed breakdowns of how Kenyans’ 
spending varies in different neighbor- 
hoods and what they take loans for and 
why. Their repayment rates, Siroya tells 
him, are higher than those for loans in 
the U.S. “How much more fun is this?” 
he asks one manager whose last project 
was shuttered. Sacca then leans forward 
and looks across the table right at his 
founder, waiting for eye contact. “You’ve 
got more data on users even than Tra- 
vis,” he says. “This is freaking big. It’s 
time to move from the dreamy hypothe- 
sis phase to wanting to fan the flames.” 

Friends wonder out loud, though, how 
much more fire Sacca has for the kind of 
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startup discovery and coaching that has 
defined his rise—especially when success 
seems twinned with friction. Sacca now 
oversees a few billion dollars in more 
than a dozen funds, with cowboy names 
like Stampede, Frontier and Spur. But 
he’s going to far fewer meetings, prefer- 
ring to spend time at the beach and a new 
house in Montana. Rivals feed this nar- 
rative, whispering that he’s dialing back. 
Sacca is not denying it. Two years ago he 
brought in his first partner, Matt Mazzeo, 
arising CAA agent, who is taking on 
more of the seed investing for Lower- 
case’s funds. Says Mazzeo: “I don’t think 


FIRMS WITH THE MOST EXITS! 


Kleiner Perkins Caufield & Gyers, I 
Bessemer Venture Partners 12 
New Enterprise Associses II 12 


Sequoia Copia! I 12 


Institutional Venture Partners [oe as 10 


‘Since January 2014 





FIRMS WITH MOST PARTNERS ON LIST 


Sequoia Cots! 10 
Accel Parnes, ET : 


Kleiner Perkins Caufield & Byers Raa 4 


Benchmark Capital aaa 4 
Greylock Partners NN 4 


Chris is one of those guys who makes 
a ton of money and drops the mic and 
leaves the room. He loves the people in 
the room so much that he’ll stay.” 

“He’s young,” adds Sacca’s close 
friend actor Edward Norton, who has 
cofounded startup CrowdRise, “and I 
could imagine the appeal of not want- 
ing to manage other people’s money for- 
ever.” If Sacca wants to amp it up, given 
his base in L.A., his outsize personality 
and his signature look, there’s surely a 
future for him in show biz, extolling and 
beating up entrepreneurs in the vein of 
a Cuban or Trump. Sacca smiles at the 
thought: “Being quiet is not a natural 
state for me.” @ 
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80 Jim Tananbaum/New 
FORESITE VENTURES 
Puma Biotechnology 


81 Shervin Pishevar/90 
SHERPA VENTURES 
Uber 


82 Jeffrey Jordan/48 
ANDREESSEN HOROWITZ 
Airbnb 


83 Bryan Schreier/72 
SEQUOIA CAPITAL 
Dropbox 


84 David Lee/82 
SV ANGEL 
Aironb 


85 Izhar Armony/79 
CHARLES RIVER VENTURES 
Yammer 


86 Venky Ganesan/57 
MENLO VENTURES 
Palo Alto Networks 

















87 Suyang Zhang/Returnee 
IDG CAPITAL PARTNERS 
Tian Ge Interactive 





_ 88 Andrew Braccia/New 


ACCEL PARTNERS 
Cloudera 


89 Carl Gordon/64 
ORBIMED ADVISORS 
Inhibitex 








| 90 Satish Dharmaraj/New 


REDPOINT VENTURES 
Pure Storage 


91 Beth Seidenberg/New 
KLEINER PERKINS CAUFIELD & BYERS 
Flexus Biosciences 








92 Shawn Carolan/New 
MENLO VENTURES 
Uber 





| 93 Peter Wagner/53 


WING VENTURES 
Nimble Storage 


94 Mamoon Hamid/80 
THE SOCIAL+CAPITAL PARTNERSHIP 
Box 


95 Mike Volpi/Returnee 
INDEX VENTURES 
Pure Storage 


96 Ben Nye/28 
BAIN CAPITAL VENTURES 
LinkedIn 


97 Gordon Ritter/78 
EMERGENCE CAPITAL PARTNERS. 
Veeva Systems 


98 Jeff Crowe/77 
NORWEST VENTURE PARTNERS 
LendingClub 


99 Ted Schlein/62 
KLEINER PERKINS.CAUFIELD & BYERS 
Shape Security 























100 Michael Dearing/New 
HARRISON METAL 
AdMob 
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What’s ahead for health care? Lots of people debate it, yet real 
change requires more than just talk. The time is now for decisive 
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call Healthier, and it’s impacting every part of the system: from 
hospitals, doctors and pharmacies, to health plans, governments 
and employers. That’s a future we’re excited about. 
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HEALTHIER IS HERE 


We believe the best health care 
is seamless and interconnected — 
from hospitals, doctors and 
pharmacies, to health plans, 
governments and employers. 


optum.com 
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BY ALEX KONRAD 


UBER IS ALSO THE 
LATEST HIT FOR 
BENCHMARK, A FIRM 
WHOSE RECORD 
MAKES OTHER 

ViEsO RG) Ped OOK 
OVERHYPED AND 
OVERSTAFFED. 
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he first topic of conver- . 


sation at one of Silicon 
Valley’s most exclusive 
dinners is usually the 
table. Made of a deep- 
brown walnut, the table isn’t oval or 
square but a distinctive asymmetri- 
cal rounded triangle. It’s been cus- 
tom-built for its hosts, Benchmark 
Capital, which uses it for partner- 
ship lunches and semisecret week- 


aay 
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ly dinners with select members of 
the Valley’s brain trust. The events 
are exclusive salons that tackle ev- 
erything from the future of mobile 
computing to the features that drive 
Twitter’s success. “The table’s di- 
mensions make it perfect for seven 
people to all speak together,” says 
Bill Gurley, the firm’s longest-serv- 
ing active partner. 

Giving everyone not just a voice 


Benchmark Capital 





but an equal voice is Benchmark’s 
stock-in-trade. Unlike most of its ri- 
vals Benchmark is deliberately egal- 
itarian. There are no junior or se- 
nior partners, only partners, and 
no one plays a CEO-like role. The 
firm’s winnings—2.5% in manage- 
ment fees and 30% of the upside— 
are divided equally. 

At a time when buzzy firms like 
Andreessen Horowitz or Google 
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As a health services and 
innovation company, we power 
modern health care by 
combining data and analytics 
with technology and expertise. 


optum.com 
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Ventures lard up their payrolls with 
marketers, p.r. handlers, recruiters 
and in-house designers, Benchmark 
is decidedly minimalist. There’s only 
a small staff to support the five part- 
ners. Its website is a spartan, stat- 
ic page with exactly one hyperlink, 
which directs visitors to the Twitter 
feeds of its portfolio companies. And 
the firm has eschewed the tempta- 
tion to raise ever larger funds, keep- 
ing its own below $500 million. 
“We’re more of a jazz band than a 
marching band,” says partner Peter 
Fenton (No. 2 on the Midas List). 
Benchmark’s approach may be 
contrarian, but it has worked beau- 
tifully. Over the 20 years of its ex- 
istence the partnership has backed 
many of the biggest names 


after bonding with Benchmark part- 
ner Matt Cohler (No. 63 on Midas) 
in Davos in 2010, Domo CEO Josh 
James pitched him on his new start- 
up idea. Cohler asked him to pre- 
sent to the whole partnership the 
next morning. James wasn’t just 

any entrepreneur—he’d sold his last 
company, Omniture, to Adobe for 
$1.8 billion. “It felt like a Hollywood 
movie,” says James. “Cohler said, 
‘We don’t want to invest $10 million. 
That’s monkeying around. We won’t 
give you $20 million, that’s how big 
we think this is. You are Josh eff- 
ing James, and you need $30 mil- 
lion, and we want to do this right 
now.” They inked a term sheet 
within 30 minutes after the meet- 


Benchmark Capital 


PTE 


deals come from referrals or re- 
peat founders, says Gurley (No. 9 on 
Midas). A reliable proving ground for 
those founders has been Benchmark’s 
entrepreneur-in-residence program, 
which counts the likes of Nextdoor 
CEO Nirav Tolia, New Relic CEO 
Lew Cirne and SurveyMonkey CEO 
Dave Goldberg as alumni. 
Benchmark wasn’t always true to 
its credo. During the dot-com bubble 
it made a bid to go global, opening of- 
fices in London and Tel Aviv. Though 
the results were solid, the firm dy- 
namics grew increasingly strained. 
Gurley missed out on Skype by try- 
ing to hand the investment off to his 
European partners, and the different 
offices struggled to stay on the same 
page without anyone serving 





of the Internet era, such as 
Dropbox, eBay, Instagram, 
Yelp and Zillow. The last few 
years have proven especially 
lucrative. A $32 million bet 
on Twitter is now worth $2.2 
billion. A $21 million Snap- 
chat investment, led by part- 
ner Mitch Lasky (No. 70 on the list), 
is held at $2 billion. Benchmark’s re- 
ward for being one of the first VCs to 
back Uber is an estimated $7 billion 
stake in the car-hailing behemoth. 
On a single day in December Fen- 
ton celebrated IPOs for two portfolio 
companies: New Relic and Horton- 
works. Benchmark’s eight funds have 
paid out $22.6 billion to investors 
over the years. Its backers received a 
1,000% gross gain over the past de- 
cade. That beats out most billion- 
dollar funds raised by larger firms. 
It’s no surprise that some of its most 
successful rivals say Benchmark is 
the firm they admire—and fear—the 
most. “They benefit from being ex- 
tremely focused,” says Jim Goetz 
(No. 1 on the Midas List) of Sequoia 
Capital, which has offices and funds 
in India, Israel and China. “They’ve 
taken a different view on the world.” 
Its size forced Benchmark to be 
scrappy, hungry—and fast. A year 
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“WE WON'T GIVE YOU 

$20 MILLION. YOU ARE JOSH 
EFFING JAMES, AND YOU NEED 
$50 MILLION. LET’S DO THIS NOW.’ 





ing, and 17 days later the cash was 
in his account. Benchmark netted 
one of its biggest fish, Uber, with 
good-humored antics that carried a 
not-so-subtle message to CEO Trav- 
is Kalanick: We know you're talk- 
ing to rivals, but we know the app 
better. As Cohler and Gurley pre- 
pared for a pitch meeting, Cohler 
spotted an Uber car waiting for Ka- 
lanick at a venture firm nearby on 
Sand Hill Road. “So Matt just called 
the car away, and Travis had to run 
the whole way over,” Gurley says. 
“He comes in 20 minutes later and 
sweaty. That night we sent him ten- 
nis shoes.” 

Over the years, Benchmark has de- 
veloped something of a rule book. It 
focuses almost exclusively on a com- 
pany’s first or second institutional 
round of funding and likes to take the 
biggest stake of any outside investor 
plus a board seat. Because of its rep- 
utation about 60% of Benchmark’s 


in a CEO role. By 2007 they 
started scrapping the experi- 
ment, spinning out its Euro- 
pean and Israeli units. 

Being small can have its 
downsides: Some major tech 
companies have slipped 
through Benchmark’s grasp. 
The biggest misses include Google, 
which Benchmark had a chance to 
pursue but didn’t, and Airbnb, on 
which Benchmark initially got a bad 
read, Cohler says. 

The biggest question facing 
Benchmark now is how to main- 
tain its winning streak as new part- 
ners join and veterans like Gurley 
and Fenton eventually move on. The 
firm is seeking the answer with typi- 
cal intensity. At the Monday partner 
meetings they spend an hour run- 
ning through a list of candidates. The 
process is exhaustive: Eric Vishria, 
the newest recruit, auditioned for 
ten months. The firm wants to add 
a couple of partners over the next 
few years. The goal, says Gurley, is 
to avoid the generational struggles 
that have hobbled other Valley firms: 
“That’s the biggest secret of Bench- 
mark. When our founders were at 
the peak of their powers, they hand- 
ed us the keys.” @ 
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n the following pages, you will read about The Baker Group 
two of the most experienced and trusted bakergroup.org 
financial firms in Michigan. Whatever Premier Estate Planners 
your short- or long-term goals, the right financial yourplanners.com 
professional can help you turn your dreams into 

reality, while taking steps to help protect you and your 

family from the unexpected and transfer your wealth 


to the next generation according to your wishes. 
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Financial and Business Advice, 


One Family to Another 


The Baker Group, Financial Services 


s owners of their 
own family busi- 
ness, Don Baker 


and his son Greg Baker are 
inspired by their clients. 
Most are business owners, 
executives, professionals and 
entrepreneurs, many of whom 
have relied on the Bakers for 
decades for their corporate 
benefits plans. “Our clients 
are the risk takers who are 
energizing our economy. It’s our job to 
make sure they’re not taking unneces- 
sary risks with their personal assets and 
business financial plans,” says Don, 
who founded the financial services 

firm The Baker Group, in Southfield, 
Michigan, in 1972. 


The Baker Group enjoys extreme 
client loyalty. With a client 
retention rate of 96 percent, new 
growth has always been driven 
by the referrals of clients and 
professionals. 


“We understand the line between 
personal and business finances is often 
blurred,” adds Greg, who has been 
working with his father for 22 years. 
“Strategies for wealth management 
and planning for retirement, education 
and estate transfer should be evaluated 
in light of risk exposures, compensa- 
tion packages, succession plans and 
other factors related to the business. Our 
philosophy is to align all areas of a client’s 
financial world to work cohesively toward 
unique goals.” 


From left: Kevin Murphy, Greg Baker, Don Baker, Ted Moss 





Independent Advice, 
Client-Centered Service 

Because high-net-worth investors 
need holistic advice tailored specifically to 
their needs, The Baker Group has created 
an extensive network of in-house talent 
and solid referral sources that can be called 
on to support corporate and individual 
needs. The staff includes professionals 
with diverse backgrounds in investments, 
insurance, finance, tax, and accounting 
and an actuary to monitor qualified plans. 
The Baker Group includes professionals 
with designations such as Chartered Life 
Underwriter® (CLU), Chartered Advisor 
in Philanthropy® (CAP), Certified in 
Long-Term Care (CLTC), Certified 
Public Accountant (CPA) and Third Party 
Administrator (TPA). Don, a lifetime 
member of the Million Dollar Roundtable, 
has 47 years of experience in insurance. 
Greg, a Top of the Table member, has an 
extensive background and contacts in the 


banking industry. 
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Financial Services 


“Although our back- 
grounds are diverse,” says 
Don, “we all share an unshak- 
able commitment to personal- 
ized service. We won’t hire 
anyone who doesn’t demon- 
strate a strong work ethic and 
willingness to do whatever it 
takes to help clients succeed.” 

With contacts in every 
facet of their clients’ businesses, 
The Baker Group team goes 
far beyond the scope of typical financial 
advisors. They have navigated minority- 
owned firms through the MBE certification 
process, helped secure financing for capital 
projects and funding for stock redemptions, 
skillfully negotiated with underwriters to 
settle disputes or get standard issue policies 
for groups that had been turned down 
previously, and designed qualified plans 
that help business owners simultaneously 
solve income tax problems and provide 
excellent employee benefits. 

Independent advisors working 
through independent broker-dealer NFP 
Advisor Services, LLC (NFPAS), The 
Baker Group can provide any retirement 
plans, investment products and insurance 
plans that are in the best interest of the 
client. “Our independence also allows us 
the luxury of using a fee-based pricing 
structure for wealth management ser- ~ 
vices, while we work on a fully transpar- 
ent commission basis for other services 
and products,” says Greg. “Because we 
can educate, rather than push proprietary 
products, we help foster confidence in 
investors who are not prone to emotional 
decision-making based on headlines.” 


26400 Lahser Road, Suite 312 | Southfield, MI 48033 | 248-355-4100 


bakergroup.org | info@bakergroup.org 
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Centered on People and Process, Not Products 


Premier Estate Planners, LLC 


hen they founded 
Premier Estate 
Planners, LLC in 1992, 


Don Carnaghi, RFC®, CEP® and 
Tom Mazza, RFC®, CEP® were 
like many other financial advisors: 
dedicated to serving clients but 
enmeshed in the corporate broker- 
dealer model. 

Knowing they just couldn’t 
square these competing interests, 
Carnaghi and Mazza set up their 
independent RIA in 2002. 

“We wanted to be less focused 
on product and more on the process and 
the people involved,” Mazza recalls. 

Since that fateful move nearly 13 years 
ago, Premier Estate Planners has faithfully 
served clients as an independent Registered 
Invesiment Advisor (RIA). 

“Our fiduciary responsibility is to 
our clients alone,” Carnaghi says. 

“We believe our independent, fee-only 
service is a much fairer model for the client, 
and it makes more sense to us all 

the way around.” 


Giving Back in Many Ways 


In 2012, Donald P. Carnaghi was 
one of 100 advisors asked to share 
Tim EM EST ACRCLM ULM tee) 4 
America’s Top Financial Advisors: 
Financial Strategies From the Titans 
of Wealth Management by Benjamin 
UES et) mm PTA MMOL Tee Teme 
munity service, the Rotary Club of 
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MIE tM Pare Wee) 
FMV MINIM MMU mS L alte 
PVE MCHE ACER em Uns 
Council, a liaison between local 
businesses and the base. 
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Left to right: Thomas R. Mazza, Donald P. Carnaghi, 


Kristina J. Prouty, Kevin A. Carnaghi 


“Maximizing Client 
Wealth Through Education, 
Commitment and 
Professional Partnerships” 


Custom Planning Without Constraints 
At the start of their six-step Premier 
Planning Process™, Carnaghi and Mazza 
enjoy building new client relationships, 
delving deep to learn more about clients’ 
finances, goals and concerns. Premier 
Estate Planners then partners with outside 


- financial, tax and legal professionals to cus- 


tom build and execute plans and continu- 
ally monitor clients’ financial well-being. 

“We use institutional products 
created exclusively for the RIA industry — 
low-fee, low-cost, no-surrender products,” 
Mazza says. “For our clients, this is an 
important advantage.” 

“We're not bound by a particular 
model. As comprehensive financial 
advisors, we’re knowledgeable and open- 
minded about a wide range of options,” 
says Carnaghi. 





Valuing Relationships Above All 

At Premier Estate Planners, 
client relationships are paramount. 
They guide everything the firm 
does, such as delegating day-to-day 
asset management to third-party 
advisors. “No advisor can do it all,” 
Mazza says. “We'd prefer to do 
what we do best — serve the client 
— and leave portfolio management 
to the people who are experts in 
their field.” 

“Portfolios need to be 
highly diversified and long-term 
focused and have a strategic rebalancing 
program in place,” Carnaghi says. “A 
nonemotional, model-driven program 
will remain aligned with a client’s specific 
risk tolerance.” 

Carnaghi and Mazza regard client 
education and appreciation as an integral 
part of the service they provide, sponsor- 
ing frequent educational events and fun 
outings. In September 2014, Premier 
Estate Planners hosted a VIP client 
gathering at the Selfridge Air National 
Guard Base Open House and Air Show 
featuring the U.S. Navy Blue Angels. 

“We take every opportunity to add 
value for our clients,” Carnaghi says. 
“We'll bring in speakers to talk about the 
economy, politics and world affairs, but 
our client events are mostly just for fun.” 


PremMIeR 


ESTATE PLANNERS 





16950 Nineteen Mile Road, Suite 4 
Clinton Township, MI 48038 


586-228-7772 | YOURPLANNERS.COM 
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Digital Strategy 


Hungry? 


EMI Network has the recipe for success.* 


*Cage-free designers were used to create this ad. 
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is the reason. 
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Who will give them a voice? 


Catholic Charities USA is here to Yo toe 


Learn More Catholic 


www.catholiccharitiesusa.org ais 


Working to Reduce Poverty in America. 
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SUMMIT 


STEVE FORBES FELICIA FIELDS RICK SNYDER KAT COLE DAN GILBERT 
Forbes Media The Ford Motor Company Governor of Michigan Cinnabon Quicken Loans, Rock Ventures, 
Cleveland Cavaliers 


We live in a knowledge economy. More than ever before, business leaders face enormous challenges as they seek to 
recruit, develop, and retain a workforce that allows their organizations to thrive in a competitive world. Talent is king 
at large multi-nationals and boot-strapped start-ups alike, but building a great team takes time and creativity. From 
education to immigration to building workspaces where employees can flourish, how will your company ensure it has a 
sustainable supply of qualified, dedicated workers for the future? How will the nation? 


The Forbes Reinventing America Workforce Summit brings together business leaders, academicians, policy makers and 
innovators to tackle these important issues. Please join us as we kick off this crucial national conversation. 
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Michigan Economic Development Corporation 


Stealth no more: CEO Kirt NER and CTO. 
Steve Kondik at Cyanogen’s offices in an old 
plumbing supply store in Palo Alto, Calif. 
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t’s alittle hard to take Kirt McMaster serious- 
ly at first. He tends to run on his own sched- 
ule, and when he shows up 20 minutes late for 
a meeting on a recent weekday, there’s not so 
much as a mention of his tardiness, let alone 
an apology. In black jeans, a black hoodie that looks 
a half-size too small, brown Birkenstock sandals and 
a pair of fat black rings—one on his left thumb, one 
on his right pinkie—the 46-year-old looks more like 
a techno beach bum than an entrepreneur. He works 
out of a squat, gray, converted plumbing-supply store 
in Palo Alto, Calif. that doesn’t call attention to the 
fact that his startup, Cyanogen, is housed inside. The 
period sign on the facade says “John F. Dahl Plumbing 
and Heating (since 1895).” The wardrobe and the lo- 
cation are disguises, necessary when one is hatching 
one of the most daring plots in Silicon Valley history. 
But McMaster happily blows his cover minutes into 
our conversation, summing up his mission—prepos- 
terous as it sounds—in his booming baritone: “We’re 
putting a bullet through Google’s head.” 

The time is ripe for someone to try. The mobile 
revolution kicked into gear by the iPhone is getting 
stagnant just as it’s reaching a new inflection point. 
The number of smartphones on the 
planet is expected to grow from about 
2.5 billion to nearly 6 bil- 
lion by 2020. Prices for fast 


and feature-rich mobiles are crashing, allowing new 
powerhouses like Xiaomi to emerge in record time. 
Yet Apple’s iOS and Google’s Android control 96% of 
the mobile operating system market. It’s their chess 
game, and we all get to choose between white and 
black. McMaster doesn’t so much want to insert him- 
self between Apple and Google as to kick their chess- 
board over and deliver to the world a third option, Cy- 
anogen, a six-year-old mobile operating system that’s 
essentially a souped-up version of Android and avail- 
able outside of Google’s control. 

McMaster, who revealed his plans in detail for the 
first time in a series of interviews with FORBES, is 
amassing a war chest and powerful allies to go to bat- 
tle. Cyanogen just raised $80 million from investors 
that include Twitter, mobile chip powerhouse Qual- 
comm, carrier Telefonica and media titan Rupert Mur- 
doch. The round, which values Cyanogen at close to 
$1 billion, is being led by Premjilnvest, the investment 
arm of Wipro’s billionaire founder, Azim Premji, In- 
dia’s third-richest man. Earlier investors pumped an 
additional $30 million into Cyanogen, among them: 
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Benchmark, Andreessen Horowitz, Redpoint Ventures 
and Tencent. Microsoft, which considered investing in 
Cyanogen, is not participating in the current round, ac- 
cording to people familiar with its decision. But, these 
people say, Microsoft and Cyanogen are close to final- 
izing a wide-ranging partnership to incorporate sev- 
eral of Microsoft’s mobile services, including Bing, the 
voice-powered Cortana digital assistant, the OneDrive 
cloud-storage system, Skype and Outlook, into Cyano- 
gen’s devices. The companies declined to comment, 
but at least one smartphone maker said his company 
was planning to sell a Cyanogen phone with many of 
those services built in later this year. 

“App and chip vendors are very worried about 
Google controlling the entire experience,” says Peter 
Levine, partner with Andreessen Horowitz. That’s 
particularly true for firms that compete with Apple or 
Google, among them Box and Dropbox in cloud stor- 
age; Spotify in music; Facebook, Twitter, WhatsApp 
and Snapchat in messaging; Amazon in commerce; 
and Microsoft in a wide swath of sectors. The lessons 
from the PC era, when Microsoft used its Windows 
monopoly to sideline rivals and dictate terms to PC 
makers, still resonate. A third choice would be wel- 








“AS WITH ANY GREAT MYTH, 
YOU NEED A COMMON ENEMY. RIGHT 
NOW, GOOGLE IS THE COMMON ENEMY.” 


come and unleash a new wave of mobile innovation. 

Cyanogen has a chance to snag as many as 1 billion 
handsets, more than the total number of iPhones sold 
to date, according to some analysts. Fifty million peo- 
ple already run Cyanogen on their phones, the com- 
pany says. Most went through the hours-long process 
of erasing an Android phone and rebooting it with Cy- 
anogen. McMaster is now persuading a growing list of 
phone manufacturers to make devices with Cyanogen 
built in, rather than Google’s Android. Their phones 
are selling out in record time. Analysts say each phone 
could bring Cyanogen a minimum of $10 in revenue 
and perhaps much more. 

Of course, far more powerful players have tried 
and failed to establish a third mobile OS in the last 
several years: Microsoft, BlackBerry, Samsung, Mozil- 
la, Nokia, Intel, Palm. McMaster is well aware of this 
history, which is why, he says, co-opting Android is 
the only way down the path. Then, by opening up Cy- 
anogen’s code in ways that neither iOS nor Android 
have done, McMaster is hoping to attract app devel- 
opers who feel hemmed in by Apple and Google. A 
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company like Visa or PayPal would be able to build a 
contactless payment system that works just as well or 
better than Google Wallet. Skype could be built into 
the phone dialer. A service like Spotify could become 
the default music player on a phone. “In a perfect 
world the OS should know I use Spotify for music,” 
McMaster says. “I should be able to talk to the phone 
and say ‘Play that song’ and the f---ing song plays 
with Spotify. It doesn’t do that today.” 


CYANOGEN WAS BORN LONG BEFORE McMas- 
ter anointed himself the David to Google’s Goliath. It 
dates back to 2009, when Steve Kondik, a 40-year-old 
entrepreneur and veteran programmer, began tinker- 
ing with Android in his Pittsburgh home during late- 
night hacking sessions. (Android is open source, so 
anyone can download the code and tweak it. As long 
as people don’t break things, Android apps, includ- 
ing Google’s own—Gmail, Maps, Drive, the Play Store 
and others—will run without problems. And Google, 
which gives away Android, makes money from ads in 
the apps and collects data from handsets.) An engi- 
neer who taught himself to code at age 8, Kondik has 


SMARTPHONE REALIGNMENT 


a graying, receding hairline. He is as understated and 
measured as McMaster is brash and impulsive. Kon- 
dik began by making some changes to the Android 
user interface, then worked on improving perfor- 
mance and extending battery life. Pretty soon a com- 
munity of hundreds of developers coalesced around 
him and began contributing their coding skills to the 
Cyanogen endeavor, then called CyanogenMod. “It 
was completely unexpected,” Kondik says. “There 
was no grand vision.” 

Online forums started buzzing about Kondik’s. 
highly customizable version of Android, and by Oc- 
tober 2011 a million people had installed Cyanogen 
on their phones. Eight months later it was 5 million. 
Eventually Samsung took notice and hired Kondik 
to join a research and development team in Seattle. 
The company gave him permission to continue with 
his off-hours hacking of Android. “It very quickly 
took over my life,’ says Kondik, who remains in Seat- 
tle, where most of Cyanogen’s engineers work. (The 
company has fewer than 90 employees but receives 
contributions from as many as 9,000 open source 
programmers.) 

While Kondik was hacking with 
his band of programmers, McMas- 
ter was bouncing around various 


CHINA IS DRIVING GROWTH OF ANDROID AND VARIANTS FREE OF 
GOOGLE APPS (AOSP). CYANOGEN IS PUSHING THE TREND GLOBALLY. 
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tech firms. A Canadian who grew 
up in Nova Scotia and dropped out 


a eaucik college, he joined a Silicon Valley 
startup during the dot-com boom 
~ 90% and later moved to southern Califor- 
nia, where he worked at a handful 
- gox _ of digital marketing agencies. He 
then helped run Boost Mobile, a pre- 
aes paid wireless service that originat- 
ed in Australia and is now owned 
by Sprint. McMaster later went to 
60% work at Sony, helping to plot mo- 
bile strategies. Like many techies 
~ so, McMaster was an early iPhone user. 
But as he brainstormed business 
eae ideas, he grew increasingly intrigued 
with Android’s openness. In 2012 
he bought a Samsung Galaxy 3, the 
~ 30% first Android phone he felt was on 
par with the iPhone, but he imme- 
_ 29% diately grew frustrated that the lat- 
est Android version—known as Jelly 
Bean—was not available for it. So 
Apple ~ 10% McMaster wiped his Galaxy clean 
and installed CyanogenMod, which, 
| | | | | | | | r i 
eae ee staao Fatah ay we " I ; i ae im tig r : 0% thanks to its army of programmers, 


had already incorporated the Jelly 





We help you build a 


healthier workforce. \ 


It’s a chilling fact — 

chronic disease accounts for about 
75% of annual healthcare costs 

in the U.S. Fortunately, most of 
this cost can be avoided through 
preventive healthcare: a proactive 
approach to health designed to keep 
today’s health risks from becoming 


tomorrow’s chronic illnesses. 


The medical professionals 

of EHE International specialize 
in evaluating and addressing 
risk factors for disease before 
symptoms appear and costly 


interventions become necessary. 


And that’s just the beginning... 


FS RST ITS Be ES 


INTERNATIONAL 





EHEIntl.com/Forbes 
212.332.3738 | Forbes®@EHEIntl.com 





Bean update. This, McMaster says, led to an epipha- 
ny of sorts while he was working out one afternoon at 
a gym in Venice, Calif. If you could flash a device with 
an open operating system, you could customize it as 
much as you wanted. “It means you can do whatever 
you want with the device,” McMaster says. 

That evening he found Kondik through LinkedIn, 
and the two got on the phone. McMaster did most of 
the talking, pitching Kondik on a plan to turn his open 
source project into a company. “I’ll be CEO; you'll be 
CTO. I’ll get some money. Let’s go,” McMaster remem- 
bers saying. Kondik invited McMaster to Seattle, and 
the two met the next day at a brew pub where Mc- 
Master’s unfiltered enthusiasm and Kondik’s caution 
collided. “I was really skeptical at first,’ Kondik says. 
Still, within 48 hours the pair had agreed to team up, 
and Cyanogen, the open source project, spawned Cy- 
anogen, the company. While some longtime Cyano- 
gen community members howled at the notion that 
their project was going corporate, McMaster brushes 
off their concerns with a wave of the hand. (A third co- 
founder, Koushik Dutta, left the company in 2014.) 

McMaster and 
Kondik got a chilly 


reception at first from 
the moneymen of 
Sand Hill Road. The reaction of Andreessen Horo- 
witz’s Levine was typical. “I didn’t believe a start- 

up could come in and create a new OS,” says Levine, 
who went on to invest in Cyanogen’s second round 
and kicks himself for passing on the first. Others were 
put off by McMaster’s braggadocio. But in Benchmark 
partner Mitch Lasky the duo found a receptive ear 
(see story, p. 78). The fact that millions of people had 
taken the trouble to install Cyanogen showed that de- 
mand was real, Lasky says: “There are a couple of bil- 
lion potential Android handsets in the world. Even a 
small percentage of them is a massive market.” 


HOW FAR CYANOGEN HAS EVOLVED from hob- 
byist Tinkertoy to mainstream smartphone OS is on 
display inside Joseph Reid’s Toyota Prius, which he 
drives around San Francisco. Like many fellow driv- 
ers for the Lyft on-demand car service, Reid gets 

his customers and directions through a smartphone 
mounted on his dashboard. His is a head-turner: thin 
and elegant, with a striking 5.5-inch screen. It’s a Chi- 
nese-made OnePlus One, a Cyanogen phone released 
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CYANOGEN HAS A CHANCE 
TO SNAG AS MANY AS 1 BILLION 

HANDSETS, MORE THAN THE TOTAL 
NUMBER OF IPHONES SOLD TO DATE. 


last year that Gizmodo called an “unbelievably fantas- 
tic smartphone.” The device outperforms many of its 
competitors, including, in various tests, the iPhone 6. 
It starts at $300, without a subsidy. Google’s Nexus 6, 
which has similar specs and is considered the top of 
the line for Android, costs twice as much. The One- 
Plus One is Reid’s second Cyanogen phone. He got 
hooked on the software a year earlier after he bought 
a Samsung Galaxy S4. Reid didn’t care for the apps 
that Samsung and Sprint had put on it, and the overall 
experience fell short of his expectations. So Reid in- 
stalled Cyanogen. “People remarked how fast it was,” 
he says. The OnePlus One is even faster. The company 
has sold close to 1 million to date. 

McMaster and his crew are busy courting other 
phonemakers. Last year Micromax, the market lead- 
er in India, began selling Cyanogen phones under 
its high-end Yu brand. (The deal, which made Mic- 
romax the exclusive Cyanogen seller in India, led to 
something of a falling-out between Cyanogen and 
OnePlus.) The company has released the phones in 
batches through its online store; they sell out within 
seconds. “People are 
lapping it up,” says 
Rahul Sharma, CEO 
of Micromax. “Every week we are 
ramping up production.” 
Sharma says he chose 





Cyanogen to meet customers’ demand for phones 
they can personalize. In many ways Micromax is 
following in the footsteps of Xiaomi, the $46 bil- 
lion Chinese behemoth, which built a buzzy brand 
and a loyal following by creating highly customiz- 
able phones. But rather than hire an army of pro- 
grammers to develop the software, as Xiaomi did, 
Micromax has outsourced the task to Cyanogen. 
Other brands in emerging markets are sure to jump 
on the same bandwagon, says Asymco’s Horace 
Dediu, an influential industry analyst. “Cyanogen 
is now an enabler for the next Xiaomis.” There are 
likely to be many of them. In March Alcatel, the 
number seven mobile phone maker in the world, 
said it will bring to the U.S. its 6-inch Hero 2+ run- 
ning Cyanogen, for $299. Meanwhile, mobile chip- 
set powerhouse Qualcomm said it will build Cyano- 
gen into its “reference design,” a sort of technical 
template that smaller phonemakers the world over 
use to create phones under their own brands. 

The first true expression of McMaster’s vision 
should come later this year in a phone being made by 
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Blu. The Miami com- 
pany has become one of 
the most popular phone- 
makers in Latin Amer- 
ica; its phones are sold 
in the U.S. through Wal- 
Mart and Best Buy and 
are among the bestsell- 
ing unlocked phones 

on Amazon. Blu says it 
will launch the first Cy- 
anogen phone that will 
be stripped of Google’s 
suite of mobile apps. 
While Samuel Ohev-Zi- 
on, Blu’s CEO, says all 
the details have not yet 
been worked out, he en- 
visions a phone that will 
use Amazon’s app store, 
the Opera Web brows- 
er, Nokia Here for maps, 
Dropbox and Micro- 
soft’s OneDrive for cloud 
storage and Spotify for 
music. It would also 
have Bing for search and 
Microsoft’s Cortana as a 
replacement for Google’s voice assistant. “When these 
other apps are deeply integrated into the phone, most 
of the time they perform better than the Google apps,” 
says Ohev-Zion. 

Phones like these are how Cyanogen will make its 
real money. Today the company earns minimal reve- 
nue, selling “themes” that users can apply to custom- 
ize the look and feel 
of their phones. (It 
currently relies on 
the Google Play Store for billing, but 


over time plans to build its own store.) The bigger op- 
portunity will be from revenue-sharing deals with 
app developers who integrate their services deep- 

ly into Cyanogen-based phones. The deals will take 
many forms, from distribution to in-app purchase 
agreements to customized services for specific coun- 
tries, says Vikram Natarajan, who runs business de- 
velopment for Cyanogen. In some cases the company 
will share the revenue from those deals with phone- 
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-Amural at Cyanogen has Kondik in full-on superhero mode. 


* makers that are strug- 
gling with narrow mar- 
gins. “We will give them 
revenue over the lifetime 
of the handset that they 
never had before,” Nata- 
rajan says. 

Despite McMaster’s 
belligerent tone, Cyano- 
gen can succeed with- 
out doing real damage to 
Google, which declined 
to comment for this 
story. During an onstage 
interview at the Mobile 
World Congress in Bar- 
celona, Sundar Pichai, 
the company’s head of 
products, who oversees 
Android, said he’s unsure 
what Cyanogen’s selling 
point is. He also noted 
that Google’s services are 
very popular and ques- 
tioned the viability of 
phones that don’t in- 
clude them. 

More likely, Cyano- 

gen’s success would amount to a huge lost opportuni- 

ty for Android and hem in the company between Apple 

at the high end and Cyanogen elsewhere, complicating 

Google’s prospects at a time when investors are worried 

that Google will never make as much money in mobile as 

it did on the desktop. Still, even some Cyanogen allies are 
not fans of the taking-down-Google talk. “Kirt’s aggres- 

sive and has a 

lot of brava- 


do, and I don’t think the company would exist 

without it;’ says Sandesh Patnam, 

of Premjilnvest. “I wish he didn’t 

poke the bear too many times and 
so loudly.” That said, McMaster’s open swipes at Google 
may have ancillary benefits beyond generating head- 
lines: They make Cyanogen visible enough that Google, 
which operates under the glare of antitrust regulators, 
may think twice before doing anything that could be 
construed as undermining a potential rival. It’s also what 
charges up McMaster. “As with any great myth, you need 
a common enemy,” he says. “Right now, Google is the 
common enemy.” @ 


The D, Brent Pogue Collection 
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Stack’s Bowers Galleries and Sotheby’s welcome you to our 
auction program of The D. Brent Pogue Collection of early 
United States coins. Formed over the decades from the 
1970s to the present, the collection offers the finest and 
rarest assemblage of United States coins ever sold. 


Finest Known 

1804 Silver Dollar 

“The King of 

American Coins” 

Sultan of Muscat 
Presentation Specimen 
Childs Collection Specimen 
Estimate: $8 - $10 Million 


Comprising over 650 copper, silver and gold coins, 

the collection will be presented in a series of auction 

sales planned for New York City, beginning May 19, 2015, 
and continuing into early 2017. Each will be a world-class 
event and we invite you to participate. 





Landmark 

1822 Half Eagle 

Only One in 

Private Hands 
Estimate: $8 - $10 Million 


The D. Brent Pogue Collection, Part I will begin with early 
half dimes followed by dimes from 1796 to 1807, both series 
_in unprecedented quality. Quarter dollars commence with a 
premium Gem 1796 and continue with the rarest of the rare, 
the finest of the fine, including a marvelous Cameo Gem Proof 
1827, concluding with the last year of the Capped Bust type, 
1838. Half dollars are next and, for the 18th century issues, 
include complete varieties of 1796 and 1797, nearly all in Mint 
State, often Gem. The pace continues into the 19th century 
with such stars as a Gem 1805/4 and other treasures. Quarter 
eagles 1796 to 1808 close out our offering of Part I of the D. 
Brent Pogue Collection, and are among the finest known, 
with Mint State being the rule, concluding with a Gem 1808. 













Incredible Gem 
1797 Half Dollar 
15 Stars on Obverse 


Estimate: $1.2 - $1.75 Million 


To be offered in Part I 
May 19, 2015 


For more information about the D. Brent Pogue Collection, 


visit StackBowers.com/Pogue. Stunning Gem 





1808 Quarter Eagle 
; Landmark Gold Type 
Sp ecial Free Catalog Offer Estimate: $1.2 - $1.75 Million 
The D. Brent Pogue Collection catalog has a list price of $95. To be offered in Part I 
However, we have set aside a limited number to be sent May 19, 2015 
free of charge to interested Forbes readers. ee 
Please request your copy by: Superb Gem 
1796 Quarter Dollar 


Prooflike Rarity 
High Condition Census 
Estimate: $750,000 - $1 Million 


To be offered in Part I 
May 19, 2015 


Email: ckarstedt@stacksbowers.com 
Phone: 866-811-1804 

Fax: 603-569-3875 

First Class Mail: 

Christine Karstedt 

Stack’s Bowers Galleries 

PO Box 1804; Wolfeboro, NH 03894 


800.458.4646 West Coast Office « 800.566.2580 East Coast Office , 4 Bower 
1063 McGaw Avenue Ste 100, Irvine, CA 92614 ¢ 949.253.0916 ‘ 


Info@StacksBowers.com « StacksBowers.com GALLERIES 


New York « Hong Kong « Irvine « Paris » Wolfeboro America’s Oldest and Most Accomplished Rare Coin Auctioneer 
SBG Forbes Pogue 150316 
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Maine man: L.L. Bean CEO 
Chris McCormick is a 
32-year company veteran. 
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On the factory floor in coastal 

Brunswick, Me. workers make Bean’s 

signature boots pretty tel fda (=Wet= Tan) 
ay they did back in 1917. 


n the rarefied world of high 
fashion it isn’t unusual for a 
gown or purse to become so 
sought-after that people will 
wait in line for it. The list for 
Hermes’ prim $70,000 Birkin 
handbag was once years long. 
Last year Italian couturier 
Fendi released a small fox fur and mink 
key chain in the likeness of designer Karl 
Lagerfeld and claimed the wait list to pay 
$1,750 was 600 deep. 

So it must come as a shock to global 
fashionistas that the most coveted item 
in recent memory costs a mere $109 
and comes from the rugged New Eng- 
land town of Freeport, Me. rather than 





Deloitte /overatt RANK 386 


DO IONELS '/ OVERALL RANK’ 886  y . 
Work here and get four Xj 
unpaid weeks off to do ea? 
anything you want. 


an atelier in Paris or Milan. In December 
outdoor outfitters L.L. Bean announced 
that the wait list for its unglamorous, 
all-weather Bean Boots had reached an 
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incredible 100,000 customers. 

The two-toned brown-and-taupe 
leather boots have always had a following 
on East Coast college campuses thanks 
to their New England cachet, preppy aes- 
thetic—and durability. But no one, includ- 
ing L.L. Bean CEO Chris McCormick, 
can quite put a finger on what’s driv- 
ing the current boom, during which boot 
sales rose 12.5% from 400,000 in 2013 to 
450,000 last year. “We forecasted for a 
large increase this year, but it came in at 
twice the forecast,” says the 32-year com- 
pany veteran and the first person to lead 
the company who isn’t a descendant of 
founder Leon Leonwood Bean. 

There’s no doubt about one reason be- 
hind the craze: quality. Every single pair 
is handmade, with all its components 
sourced in the U.S. Each set takes any- 
where from 45 minutes to an hour to make, 
passing through eight pairs of hands. On 
the factory floor in coastal Brunswick the 
slightly weary workforce is pulling extra 
shifts to meet demand, but the process re- 
mains the same. “You mess up, you’re going 
back to square one,” says Cindy Morse, a 
21-year Bean veteran, over the thud of a 


ILLUSTRATIONS BY BOB DALY FOR FORBES 


It’s never been about cars. 
It’s about people. 


Thanks to all the 22,000 people of the Nissan team. 
In 2014 you drove us to success. 
We look forward to seeing what's next. 


NISSAN Awarded as one of the best employers in the U.S. by Forbes. 


Always wear your seat belt, and please don't drink and drive. ©2015 Nissan North America, Inc. 
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L.L. Bean 
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vamping machine that finishes off each 
boot with three stitches of heavily waxed 
thread. There’s urgency but no rush. If you 
bought a pair in February, you can expect 
to receive them around June. 
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Parker Hannifin /overatt RANK 300 


“Best Mousetrap” 
competition lets 
engineers pitch Shark 
Tank-style to top execs. 








That high level of commitment 
runs deep among Bean workers, and it 
shows. In FORBES’ first-ever ranking of 
America’s Best Employers, L.L. Bean— 
just “Bean” to Freeport locals—finished 
fifth overall and first among clothing 
and outdoor-gear makers. Meanwhile, 
the company recorded revenues of $1.61 
billion in 2014, and it expects another 
uptick this year, its sixth straight, which 
will take it past even its 2007 prereces- 
sion high. FORBES 
estimates that the 
private company’s 
profit margin hovers 
around 10%. 

This steady growth 
bucks a downward 
trend that’s seen 
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cee ste others in the 
medical midpriced-apparel 
coverage—for sector struggle. 
themselves —-“28t Spring trou- 
and their bled retailer Sears 
families, spun off L.L. Bean’s 


closest competitor, 

Lands’ End, 12 years 
after buying it for $1.9 billion. Lands’ End 
shares tanked in late January when the 
cold-weather clothier announced lacklus- 
ter holiday sales, 7% lower than expected. 
In February Lands’ End made a surprise 
announcement: It had hired Federica 
Marchionni, formerly U.S. head of luxury 
label Dolce & Gabbana, as CEO. 

McCormick’s team? It’s decidedly less chic, 

and he’s just fine with that. “They’re really our 
secret weapon, our competitive advantage,” he 
says. “Because they are so good and so dedicat- 
ed, I think much more so than other retailers,” 
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BEAN BOOTS WERE ORIGINALLY 
intended for hunters, not city dwellers 
aping lumberjacks to be hip or southern 
college students, both of whom have 
contributed to the current mania. At the 
turn of the 20th century Greenwood, 

Me. native and avid outdoorsman Leon 
Leonwood Bean had returned home from 
a hunting trip with soggy feet one too 
many times. 

He hired a local cobbler to develop a 
pair of waterproof boots. The first L.L. 
Bean catalog was a three-page flyer he 
sent to fellow hunters in 1912. Of the ini- 
tial order of 100 pairs, 92 were returned; 
Bean’s rubber soles had developed cracks. 
L.L. took out a $400 loan, intent on per- 
fecting his boots. By 1917 he’d set up shop 
in Freeport. Four years later he patented 
his Maine Hunting Shoe. 

The Bean Boot—among some 150,000 
products, from flannel shirts to fleece dog 
beds to lawn furniture, that the compa- 
ny sells—has made L.L.’s descendants very 
wealthy indeed. The company remains 
wholly owned by the family. FORBES 
estimates the Bean clan’s combined net 
worth at $1.8 billion, earning them a spot 
on 2014’s inaugural list of America’s Rich- 
est Families. 

The current chairman, 49-year-old 
Shawn Gorman, is L.L.’s great-grand- 
son; he succeeded his uncle Leon two 
years ago. Members of their extended 
family hold down jobs all across the 
5,300-employee company. There’s a 
fifth-generation Bean in the market- 
ing office. One works in the warehouse 
and another in a store. There’s a young 
Gorman in the e-commerce part of the 
business. 

McCormick sees the company’s 
family ownership as intrinsic to its 
culture. “We value our employees 
more, I think, than maybe some other 
companies,” he says. 

While much of L.L. Bean’s manufactur- 
ing is now done overseas (some 75%), the 
company’s signature boots are still made 
in Maine, largely the way they were in 
L.L’s day. 

Putting each boot together entails not 
just time but a certain degree of skill as 
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Creating Chemistry Through Connections 


Now in its [50th year, BASF has more than {7,000 
employees in North America working to create 
chemistry for a sustainable future. The company 

is focused on growth, and is making unprecedented 
levels of investment in the region. Key to BASF’s 
success is its focus on relevant, innovative programs 
for its employees, reaching across such vital areas 
as business management; manufacturing; scientific 
research, development and technology; marketing 
and sales; and many other vibrant careers. 





Lab Operations Manager Carmen Hendricks-Guy (right) and Associate Scientist Jessica 
Stone (left) at BASF’s White Biotechnology research center in Tarrytown, New York 


Nurturing Talent, Fostering 
Transparency 

“We're all about creating connections 
and chemistry, whether that’s through 
products, technology or our people,” says 
Judy Zagorski, Senior Vice President of 
Human Resources for BASF Corporation. 
“The powerful chemistry of our people is 
one of our strongest competitive advan- 
tages. Their ideas, energy and talent set 
BASF apart, and that’s something we 
work to nurture and enhance.” 

BASF’s internal platforms keep its team 
members talking. Its employee TV net- 
work (eTV) is designed to help person- 
alize BASF and facilitate story sharing 
across the organization. BASF’s Canadian 
employees piloted eTV as a way of con- 
necting virtual employees, including a 
large-field salesforce. “They wanted to 
create that small-company feeling and 
be in touch more frequently,” Zagorski 
explains. BASF now deploys the platform 
throughout North America. 

An innovative and transparent career 
website allows prospective employees to 
read about, follow via social media and 
even have online conversations with the 
company’s “brand ambassadors.” Market 
research consultant Potentialpark recently 
ranked BASF among the best companies 
based on its career website and mobile tal- 
ent communication efforts. 


“THE POWERFUL CHEMISTRY 
OF OUR PEOPLE IS 

ONE OF OUR STRONGEST 
COMPETITIVE ADVANTAGES.” 


—JUDY ZAGORSKI 
SENIOR VICE PRESIDENT, 
HUMAN RESOURCES, BASF CORPORATION 


Work, Life and 

the Marketplace 

The company’s compensation and ben- 
efits programs have earned the attention 
of WorldatWork’s Alliance for Work-Life 
Progress. In March, BASF garnered a 2015 
Work-Life Seal of Distinction, a unique 
mark of excellence designed to iden- 
tify organizational success in work-life 
effectiveness. 

BASF offers a range of benefits that 
support work-life effectiveness, from flex- 
ible work arrangements and a competitive 
vacation policy to a comprehensive well- 
ness program and volunteer opportunities, 
among others. 

“The award is the culmination of efforts 
over the last several years,” says Zagorski. 
“Beyond traditional areas of compensation 
and benefits, we've also looked holistically 
at our work environment and the develop- 
ment opportunities we provide.” 

Taking its cue from an employee “total 
rewards study” and external benchmark- 
ing, BASF continuously fine-tunes its total 
offer. “The study ensures that we're creat- 
ing value by offering the right mix for all 
the different employees in our organiza- 
tion,” says Zagorski. “In our most recent 
study, nearly two out of three employees 
rated our competitive and innovative total 
rewards program as an important factor in 
their decision to stay at BASF.” 





“BASF is very customer- and market- 
focused,” Zagorski adds. “That requires 
being competitive with the external market 
and understanding our internal consum- 
ers—our employees. Our ‘you@BASF’ total 
rewards framework draws together the 
range of benefits, compensation, learning 
and development, and work environment 
elements we offer into a powerful combi- 
nation that allows employees to create their 
own chemistry.” 

That parallels the company’s approach 
to its customers and the market, Zagorski 
says. “We work to ensure that the technol- 
ogies and products we develop are going 
to help our customers meet their custom- 
ers’ needs. We understand the connection 
between employee engagement and busi- 
ness results. So for us, making sure that we 
have a sustainable offering and inclusive 
environment that attracts, engages and 
retains talent is critical to our ability to meet 
our customers’ demands.” 


Join BASF in a broader discussion of 
key economic, environmental and 
societal challenges via its collaborative 
Creator Space™ at 
creator-space.basf.com. 


Discover BASF careers at 
www.basf.com. 
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L.L. Bean 


well, with up to six months of training re- 
quired for the stitchers. Says L.L. Bean 
head of public affairs Carolyn Beem, “You 
can’t just hire somebody off the street and 
say, ‘Make the boots.’” 

During the sec- 
ond shift on a Feb- 
ruary afternoon 
Connie Rose, a fac- 
tory employee of 
19 years, hand-cuts 
leather shoe forms 
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a 
No one tracks from a pile of tanned 
vacation hides recently de- 
days at the livered from a cow 
streaming farm in the north- 
titan. Just take °™ part of Maine. 


what you need! Next to that pile is 
See A Walst-higistack 


of fluffy sheepskins 

waiting to be converted into boot lin- 
ings. Rose uses a steel die that looks like a 
sharp, oversize cookie cutter to turn flat 
sheets of leather into the sides, backs and 
tongues of boots. She says she cuts enough 
leather per shift to make 120 pairs. 

Toward the back of the factory are 
laundry trolleys laden with hundreds of 
newly completed Boat and Tote bags, 
Bean’s most-ordered products after the 
boots, their hardy beige canvas offset by 
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Work just 20 hours a 
week and get benefits, 
including bonus and 
401(k) match. 
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colorful pastel straps and monogrammed 
initials. For every “Liam” or “Lisa” sewed 
on to a tote, there’s a Japanese name; 

the Boat and Totes are hugely popular in 
Japan, where L.L. Bean operates 20 stores 
and is growing. 

The workforce is a diverse one, par- 
ticularly for Maine, where the popula- 
tion is 95% white. More than 40 languages 
are spoken in manufacturing, according 
to McCormick. There are workers with 
origins in the Philippines, the Dominican 
Republic and Somalia, among others, 
cutting and sewing alongside born-and- 
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raised Mainers, who make up the bulk of 
the company’s employees. 

It’s also a relatively old group, with 
a median age of 48. Royce Haines, L.L. 
Bean’s senior manufacturing manag- 
er, works alongside his wife at the com- 
pany. “Between us we have 60 years,” he 
says, surveying the noisy factory floor and 
pointing out other sets of couples and 
longtime employees. The company goes 
out of its way to recruit older workers, 
particularly for its seasonal factory and 
warehouse positions, when it relies on re- 
tirees seeking some extra cash. About 
60% of the 5,000 extra shift workers who 
come on board each August for the crucial 
holiday season return every year. Bean 
has advertised for these temporary gigs by 
pointing out that the 25% to 40% employ- 
ee discount can be used toward gifts for 
the grandkids. 

The pay isn’t bad, either. The average 
hourly worker earns between $32,000 
and $35,000 annually. This year all 
5,300 of Bean’s full-timers will get a 5% 
boost in their pay from company profits, 
amounting to between $1,500 and $2,000 
apiece. 

A staggering 21% of L.L. Bean’s 
employees have been with the compa- 
ny for more than 20 years. “If you’re for- 
tunate enough to get a job at Bean, you 
stay there,” says Dana Connors, president 
of Maine’s Chamber of Commerce. L.L. 
Bean is among the top five private em- 
ployers in the state by size, although there 
isn’t a whole lot of competition. (Maine 
placed 49th on FORBES’ 2014 list of Best 
States for Business, due in part to its 
high corporate tax burden and lousy job- 
growth forecast.) Connors credits Bean 
for weathering a particularly tough retail 
environment in recent years. “They were 
opening up stores when everyone else was 
migrating onto the Internet,” he says. 


WHILE ONLINE ORDERS officially sur- 
passed phone and mail orders in 2009, 
L.L. Bean remains a catalog compa- 

ny at heart. Many of its regular custom- 
ers predate the e-commerce boom and 
still prefer a voice at the end of a phone. 
On an afternoon shift at Bean’s North- 


Thank you to our 16,500+ crewmembers who further 
our mission of inspiring humanity and help us rank 
among the 50 best employers in America by Forbes. 
We got here because of you. 
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© 2015 JetBlue Airways Corporation. All rights reserved. 
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Changing Tomorrow 


stellas 


“What will bring us beyond medical, dental and vision benefits and a 401K 
match? What will make us different as an employer?” The executive team at 
Astellas pondered those questions as it charted its benefits package. 





Benefits for All Life Stages 

Based in Northbrook, Illinois, the Americas 
affiliate of Tokyo-based Astellas Pharma has 
grown to 3,000 employees in the U.S., Canada 
and Latin America. While its primary focus is 
on developing innovative and reliable therapies, 
it is also dedicated to positively affecting our 
local communities. Astellas applied the same 
innovative approach to its expanded benefits 
by considering employees’ needs holistically. 

The result is a comprehensive, one-of-a-kind 
family-care solution called StarLife Family Care 
Solutions, which is offered to the company’s 
U.S.-based employees. 

“The brilliance of StarLife benefits is that they 
apply to Astellas’ employees, their spouses 
and domestic partners, their children and their 
parents,” says SVP of Human Resources and 
Facilities Management Collette Taylor. “For 
example, we hold seminars for employees and 
their college-bound children. Coaches help 
young people with their college applications, 
provide guidance for the completion of their 
admission essays, and help navigate financial 
aid programs.” 

On the other end of the care spectrum, Star- 
Life helps employees who are also caring for 
elderly parents—a growing percentage of the 
U.S. labor force. “We recently had an employee 
whose father had broken a hip and was coming 
to live with her,” says Taylor. “The StarLife group 
helped assess the home to make it easier and 
safer for her dad to get around.” 

Another aspect of the StarLife program is cover- 
age for damages that employees or their families 
face when they fall victim to identity theft. “We 
offer them an advocate to help get them through 
the process, which can otherwise be extremely 
costly and time consuming,” Taylor says. 


Trust Drives Teamwork Environment 

“Our culture can be summed up in a couple of 
phrases,” Taylor explains. “Teamwork. Empow- 
erment. Openness to change.” 


Astellas bases its training and development 


on the principles of organizational relation- 


ships described in Stephen M. R. Covey’s The 
Speed of Trust. “We took it to the next level, 
and we require all employees to go through this 
program,” Taylor says. “We feel that building 
trust will drive all the other things we want to 
do in the organization. Without trust, we are 
not going to be successful as an organization.” 
Other programs for employee development 
include resources that help employees set the 
pace and trajectory of their careers within the 
company based on their interests, rather than 
have the company dictate a path for them. 


Equality Gets Stellar Score 

Astellas also has done some significant work in 
building its workplace environment and culture, 
says Taylor. “We are particularly proud to have 
earned a perfect score on the Human Rights 
Campaign's (HRC) annual Corporate Equality 
Index (CEI) in November 2014.” 

The national benchmarking tool is used to rate 
companies on policies and practices concerning 
lesbian, gay, bisexual and transgender (LGBT) 
employee equality. Astellas has also recently 
launched a number of Employee Resource 
Groups to further support diversity and foster a 
culture of inclusiveness. 


Company Growth Means Career 
Opportunities 

“We have grown quite dramatically over the last 
five years, and we continue our growth,” Taylor 
says. “We have a number of phenomenal jobs 
open, especially in development and research. 
We encourage anyone who thinks that this 
sounds like a good place to work to visit our 
career site, and to follow us on social media.” 





www.astellas.us/careers 
@AstellasUS 





COLLETTE TAYLOR 
SVP of Human Resources and 
Facilities Management 


Astellas Pharma 
engages its employees 
in local communities 
through Changing 
Tomorrow Day, an 
annual worldwide 
volunteer event, and 
the StarGIVING 
program, which 
provides up to five 
days paid time off to 
full-time employees 
to provide volunteer 
support to charitable 
organizations and 

a matching gifts 
program for certain 
community nonprofit 
organizations. 
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L.L. Bean 


port customer service center, Rae Cous- 
ins, who’s worked there 28 years, comforts 
a caller who can’t seem to pry open the 
battery door on the LED headlamp he or- 
dered and doesn’t want to venture out into 
the Minnesota winter without it because 
of his age and frailty. “I understand,” says 
Cousins. “I’m elderly, too.” 

Before Cousins 
is finished with his 
call, an alarm sounds 
above the rows of gray 
cubicles reminding 
workers to get up and 
stretch during their 


BEST EMPLOYERS as 


IBM /overALt RANK 452 


Young shift. Perhaps fitting- 
employees ly for an outdoor-gear 
teach top manufacturer, Bean is 
executives obsessive about its em- 
new tricks ployees’ health. There 
in reverse- are gyms in every office, 
mentoring call center and factory. 
program. For what the com- 


pany deems “at risk” 
workers—diabet- 
ics or the obese, for example—there’s 
a competitive, application-only health 
and fitness program called BeanStrong. 
Employees who win a slot attend classes 
during work hours, overseen by trainers 
and nutritionists. The company pays for 
75% of its workers’ health care costs as 
part of its benefits package. 

In recent years L.L. Bean has had to 
train its call center workers to channel 
their considerable telephone charm to- 
ward answering e-mails and social media 
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SeaWorld Parks & Entertainment /overa.t RANK 338 


Get sent to wildlife 
conservation and 
animal rescue projects 
around the world. = 








queries and conducting live chats. 

The company consistently ranks at 
the top of monthly benchmark reports 
by StellaService, a Nielsen-like rat- 
ings agency for online customer service, 
beating out competitors such as Lands’ 
End, REI and Patagonia. Metrics include 
shipping speed, ease of returns and 
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quality of correspondence. 

“They’re relentless at this,” says Ty 
McMahan, head of marketing at Stella- 
Service. “The level of attention, the prod- 
uct knowledge, the policy knowledge— 
they’re consistent across all channels.” 

At the Northport customer call center 
30-year Bean veteran Jayne Buckoff main- 
tains a sample room filled with almost 
every product the company sells, from T- 
shirts to canoes. This way if an employ- 
ee has to answer a detailed question, he 
or she has the item at hand. Buckoff also 
keeps a file cabinet full of yellowing in- 
struction manuals going back 60 years. 
“Tt’s for when a customer inherits their 
uncle George’s tent but doesn’t know how 
to set it up,” she says. 


L.L. BEAN HAS A PLAN TO cut its wait- 
ing list down. Over the next few months 
the Brunswick factory will hire 100 new 
workers who’ll focus solely on the coveted 
Bean boot—a 25% boost to the company’s 
full-time shoemaking workforce. A sec- 
ond injection-molding machine will be in- 
stalled so Bean can make enough rubber 
soles to keep up with demand. 

It’ll soon be seeking a new crop of re- 
tail employees, too. In March CEO Mc- 
Cormick announced a plan to quadruple 
L.L. Bean’s brick-and-mortar footprint by 
2020. Today the outfitter runs 25 stores 
in the U.S. The goal is to reach 100 in five 
years, while adding outlets in key overseas 
markets like Japan and China. 

Next year the company will close its 
Bangor call center, where 220 people 
currently work full-time, a number that 
swells to over 800 in the busy holiday sea- 
sons. “Call volumes have dropped because 
of the Web,” says McCormick. “We have 
three call centers now, and we really don’t . 
need three. It’s a transformation of the 
business from catalog to Web.” 

He’s assured these staffers that they’ll 
be able to stay on as home agents if they’d 
like, answering e-mails and doing live 
chats. Those who aren’t keen will be of- 
fered severance pay. “We offered jobs to 
everyone,” he says, a signal to those in its 
workforce that Bean will take care of them, 
just as they take care of the company. @ 


Who bnew 


A LITTLE KISS 


could change the world? 





Back in 1894, socially minded businesses were not the norm. 
That didn't stop Milton Hershey from building a town for his 
employees— providing not only jobs, but a place to live and 
thrive. He dedicated his fortune to establish a residential 
school for children in need, proving that when a company 
stands for more than the bottom line, great things happen. 


Today, Hershey is a global company with more than 80 brands 
and a vibrant, diverse workforce. Milton Hershey's passion for 
helping kids in need still inspires us. Using our food expertise, 
we are working with partners to find innovative ways to 
improve nutrition for kids. We believe in creating a better life 
and bright future for generations to come. 


Hi ERS Hi F ‘ 
ms - 


BRINGING GOODNESS 
TO THE WORLD 
SINCE 1894. 





AUCTIONS 





@ 

Serious 

@ 
Coin 
After amassing the 
world's most valuable 
coins over 35 years, 
D. Brent Pogue will 
begin auctioning his 
coveted collection in 


May. It'll cost a mint—an 
estimated $200 million. 


BY JONATHON KEATS 


merican com- 

merce was 

anarchic during 

George Wash- 

ington’s first 
term as President. Merchants 
used a jumble of coins from 
Europe because the United 
States lacked a mint of its own. 
So in 1792 Washington gave 


58 ounces of silver bullion to a Philadel- examples of those first half dismes have Old money: D. Brent 

phia sawmaker named John Harper, who survived. One of the finest, still as crisp and ne x a: eae 

pressed the nation’s first currency: 1,500 ; detailed as when it left Harper’s shop, will bey igs 6a aes rack a 

“half dismes,” stamped with the head of Miss _ sold by Stack’s Bowers on May 19 inthe first ——_ with an estimated 

Liberty, bearing a value of five cents apiece. of seven auctions of the D. Brent Pogue Rare a a million to 
million, 


Coin Cabinet. It’s expected to bring 
in up to $350,000. 
i While the rarity and 
condition of Pogue’s half 
disme would earn it pride 
of place in most coin 
collections, its value 
amounts to pocket 
change in what will 
likely be the most valu- 
able such collection 
ever auctioned. The 
650 coins in the Pogue 
Cabinet, amassed over 
35 years, are “going to sail 
past the nine digits,” Bowers 


The President was so pleased 
with this achievement that 
he touted it in his next 
speech to Congress. 
Washington had 
good reason to be 
proud. “A nation’s 
sovereignty was 
symbolized by its 
coinage,” explains 
Q. David Bowers, 
chairman emeritus 
of Stack’s Bowers 
Galleries, “and these 
were our country’s first 
coins.” Several hundred 
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Users of the VARIDESK® height-adjustable desktop standing 
desk report experiencing an increase in energy levels 
and productivity*. And because VARIDESK comes fully - 
assembled, works with existing furniture, and ships 
immediately, it’s an easy and affordable way to quickly 
transform your office into an Active Office. So stand up 


for more productivity with VARIDESK. 


j 





E STANDING DESK 
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says confidently. According to presale 
estimates, the auctions are expected to 
bring in more than $200 million for 
what New Jersey coin dealer Laura 
Sperber recently described as “the 
ultimate coin collection.” 

The 50-year-old Pogue is the first to 
admit it didn’t start out like that. 
In 1974, when he was 9 years 
old, his father, Dallas real 
estate developer Mack 
Pogue, brought home a 
sack of old pennies and 
a price guide to give the 
boy a hobby. Mack told 
his son he had paid $100 
for the bag, and Brent had a 
seven-day option to purchase 
it for $110. “My business 
instinct kicked in,’ Brent 
recalls. He picked out a 1915 
cent that he appraised at $80 
because it was so shiny. “I exercised my op- 
tion within 20 minutes.” 

As Pogue’s knowledge broadened and his 
connoisseurship deepened, his focus nar- 
rowed to the first half-century of American 
coinage, when dies were still engraved by 
hand. By 1982 his father trusted his judg- 
ment enough to buy an 1822 $5 gold piece 
(above) at auction for $687,500. (It was one 
of three known to have survived; the other 
two are in the Smithsonian.) “I knew we had 
to buy the coin because it would let us put 
together a complete set,” Pogue says. “It’s the 
kind of coin that could go away for 50 years 
once it’s sold.” 

Pogue has managed the family holdings 
ever since, spending four decades patiently 
gathering the full run of early federal coinage 
in the best available condition—“a collection 
representing our country’s economic birth,” 
as he describes it—driven by his modern busi- 
ness sense. “You have to be opportunistic, 
and you have to have guts,” he says. At one 
auction that meant bidding $4.1 million on 
the legendary 1804 silver dollar—in the finest 
condition of eight known—spending more 
than twice as much as had ever been paid for 


FINAL THOUGHT 





important in my life.” Kinky FRIEDMAN 


106 | FORBES APRIL 13,2015 















Spare change: a 1796 
quarter dollar ($750,000 to 
$1 million); an 1822 $5 coin 
($8 million to $10 million). 





any coin at auction. 
That was in 1999. 

The following year 
another 1804 dollar 
came up for sale. 
Still stunned by how 

much he and his son 

had splurged the first 

time, Mack Pogue want- 

ed nothing to do with it—yet 

Brent prevailed upon his father to 
spend another $1.8 million. “I thought 
he was going to put his hands around 
my neck,” Brent recalls. “I told him he 
had to protect his investment.” 

From that point forward the Pogues 
just kept going, with Brent increasingly 
thinking of the hobby as a business and him- 
self as a manager. “I regard myself as 


he says. “My family is the gasoline.” 
The combination has been formida- 
ble, overcoming even the toughest of obsta- 
cles: fellow collectors who have no intention 
of selling. 

One recent transaction took more than 
three years of bartering with a World War 
II veteran living in Ingalls, Ind. “He had 
metal fragments all through his body and an 
amputated leg, and the last thing you want 
is to negotiate with a man who survived all 
that,” Pogue says. But the vet’s collection of 
200 coins included a few key pieces that the 
Pogues needed, such as a 1793 chain cent— 
the nation’s earliest penny—in gem mint 
state, the finest in existence. 

So why sell the family’s core holdings 
now? “In my mind the collection is com- 
plete,” Pogue says. “Some of these coins have 
been off the market for 35 or 40 years. It’s 
time to share them with the numismatic 
community.” 

“These sales will be very good for the coin 
market,” Bowers says. “Very, very few people 
in numismatic history have ever put together 
a collection like this. It will be a once-in-a- 
lifetime opportunity to own some of these 
coins. A record price now will be a bargain in 


ten years.” Ed 





°K] “The only currency I value is the coin of the spirit. That's very 


the steering wheel of this collection,” 
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What the 70 million 
Forbes.com users 

are talking about. 

For a deeper dive go to 
FORBESLIFE.COM 


PERSON 

ALEC MONOPOLY 
The young artist (“Alec 
Monopoly” is his 

nom de graffiti), who 
regularly paints-wealthy 
pop-culture characters 
such as Richie Rich 
and Scrooge McDuck, 
will have his first solo 
museum show in May. 





COMPANY 

ETIHAD AIRWAYS 

The airline began 
offering tickets for a 
$32,000 penthouse 
suite and nine first-class 
apartments on its 
JFK-Abu Dhabi route 
(one-way); they sold 
out within four hours. 


IDEA 

THE $75,000 

APPLE WATCH 

Tim Cook & Co. charge 
$10,000 for their top- 
line timepiece, but you 
can go higher: Brikk 

is selling diamond- 
encrusted gold ones 
for $75,000. 


Get your free guide to 
tax-free municipal bonds. 


Please call (800) 498-9084 right now. 


BEER ee etre ote AUS 


at SMe eas ey 


Municipal Bonds Offer Three Big Advantages. 


Advantage #1: The potential safety of principal. 


If you're a prudent investor in need of investment income, you 

don't want to gamble with your precious nest egg. If you're nearing 

retirement or are already retired, you want to do everything you can to 

make sure your investments can support your retirement. That’s why Wy municipal bonds may ‘ 


our free Bond Guide makes “must” reading. deserve a place in your 
_ portfolio. (Page 1) 


tftp Re ASE ion ria) ahi 


Advantage #2: The potential for regular, predictable income. 


When you invest in municipal bonds, you typically get interest 
payments every six months unless they get called or default. Because 
default rates for the investment-grade-rated bonds favored by Hennion 3 
& Walsh are historically low (according to Moody’s 2012 research,*) you Why municipal bonds can 
can enjoy a regular income stream in retirement. Please note that if a potentially provide safety of 
bond is called, any bond you may buy in the future with the proceeds, principal. (Page 3) 

may earn more or less than the original called bond. How municipal bonds can 


Wh insured bonds often 
provide an extra degree of 
security. (Page 2) 


potentially provide tax-free 


Advantage #3: The potential for tax-free income. incomenesrees 


Good news! Income from municipal bonds is NOT subject to federal S “as { haa 
income tax and, depending on where you live, may also be exempt trategies or ee on 
from state and local taxes. investing. (Page 4) 


bout Hennion & Walsh Municipal bond facts every 


rte ree investor should know. (Page 4) 
Since 1990, Hennion & Walsh has specialized in investment grade 


tax-free municipal bonds. The company supervises over $2 billion in Plus lots more! 
assets in over 15,000 accounts and provides individual investors with 


institutional quality service and personal attention. — = ee oo oe oe oe 


FREE 
Bond Guide 


Without Cost or Obligation 


CALL 
(800) 498-9084 


(for fastest service, call 
between 8 a.m. and 6 p.m.) 
Hennion & Walsh, Bond Guide Offer 


2001 Route 46, Waterview Plaza 
Parsippany, NJ 07054 


Dear Investor, 


We urge you to call and get your free Bond Guide. Having 
tax-free municipal bonds as part of your portfolio can help 
get your investments back on track and put you on a path to 
achieving your investment goals. Getting your no-obligation 
guide could be the smartest investment decision you'll make. 


RO 15~ \Q\\ DL 


© 2014 Hennion and Walsh. Securities offered through Hennion & Walsh Inc. Member of 
FINRA, SIPC. Investing in bonds involves risk including possible loss of principal. Income 
may be subject to state, local or federal alternative minimum tax. When interest rates rise, bond 
prices fall, and when interest rates fall, bond prices rise. *Source: Moody’s Investor Service, 
March 7, 2012 “U.S. Municipal Bond Defaults and Recoveries. 1970-2011.” Past performance 
is not guarantee of future results. 
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Cigar.com/CGSA528 


AA MM mld emelelelKe 


CALL 800.357.9800 


Mention CGSA528 


; for offer 


Offer expires 6/15/15 


RATED 


Here’s an offer you can’t refuse. For this special introductory 
offer we put together our favorite cigars and cut the price over 
73% off MSRP. Sound too good to be true? Well, it gets better. 
We also threw in a premium Spanish cedar-lined, mahogany 
finished 40-capacity humidor at no extra cost. This deal is only 
available for a limited time and you won't find these cigars 
discounted this much anywhere, so act now! Sampler includes 
a free humidor and one each of the following: Rocky Patel 
Decade, Romeo y Julieta Vintage, Casa Magna, CAO Brazilia, 
Oliva Serie ‘O,' Alec Bradley Prensado, Cohiba Red Dot, Macanudo, 
Gurkha Centurian, and Montecristo Media Noche. A °203 value! 














oT 
Cargo/Trunk Liner 





Cigarcom 


The Home for Cigar Enthusiasts 


*Please add *6.99 s/h. Taxes on orders shipped outside of PA are the 

responsibility of the purchaser; PA residents add 6% tax. Available to new 

customers only. One per customer. From time to time substitutions may 

occur. We only sell our products to adults who meet legal age requirements 
to purchase tobacco products. 


1911 Spillman Drive | Dept. #26 | Bethlehem, PA 18015 





Weather h’ 


Automotive Accessories 


Side Window Deflector 





Tagural Rudi BMW - Buick - Cadillac - Ghewolet Cheyéler' bodges Ferrari - Ford - GMC - Handa” anne ibarael: “Infiniti 
| Isuzu - Jeep » Kia - Land Rover - Lexus - Lincoln - Maserati - Mazda - Mercedes-Benz - Mercury - Mini - Mitsubishi - Nissan 
| Oldsmobile - Plymouth - Pontiac - Porsche : Saab - Saturn - Scion - Subaru - Suzuki - Toyota - Volkswagen - Volvo - and more! 


Accessories Available for 





American Customers | Canadian Customers 
= WeatherTech.com | WeatherTech.ca 


European Customers 
a WeatherTechEurope. com 


Order Now: 800-441-6287 


© 2014 by MacNeil IP LLC 
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How do you know? 
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Featured for 2015 
















A 
BrightStar Care’ FASTSIGNS. — Arby: 
HOME CARE | MEDICAL STAFFING mms ¢ Ys 
A Higher Standard More than fast. More than signs:  _ 
: 
DL CHANGE Tia 0 
HE TIPE aa S e h erlo n ed 
ENGINEERS STAFFING SERVICES Syevinliz/s (1) COLOR RESTORATION & REPAIR 


ENGINEERS 


CMIT¢ Solutions’ H) Comfort 
*eee® Your Technology Team Keepers. 


a sodexo brand 






ComForCare 


HOME CARE ( 
More World-Class Franchises 


Renew Crew | Focus Brands International | Mosquito Squad | Liquid Capital | Pop-A-Lock 
Money Mailer | Spring-Green Lawn Care | Moe's Southwest Grill | Auntie Anne's | SpeedPro Imaging | CruiseOne 
Archadeck | Outdoor Lighting Perspectives | Express Employment Professionals | Cinnabon | Schlotzsky’s 
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‘'s First_ & Only ALL Drop-Stitch , 
The World's First Y E Fe Our high pressure drop-stitch technology makes the RazorLite™ 


Witraligiint ! al fl Ce t Ce 0) [ NG ya i super-light, super-fast, super-rigid and super-easy to paddle. 
Sy _~—_ | Itcomes in its own backpack and is the perfect travel kayak. 
: Carry it in a car or on a plane ... Anywhere! 


vg SERGI ECT msi 


backpack 

100s of thousands of stores ina 
drop-stitch threads doset 

create super rigid 

narrow rectangular 

floor and sides to 

make it go faster 
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f_ Holdsy1|Person/500 Ibs 


Visit SeaEagle.com for more information 


jel ta or Call for Catalog 
Ei/SeaEagleBoats 19 N. Columbia St., Port Jefferson, NY 11777 











ANALYZE ANY STOCK FREE! 


Visit www.VectorVest.com/FBS 
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This offer from Eastern Numismatics is valid while supplies last. 
Maximum 20 coins. Prices are subject to change without notice. 
We accept all major credit cards, payment by bank wire or 
personal check. NY State Residents add appropriate sales tax. 
EASTERN NUMISMATICS INC 


642 Franklin Ave Garden City, N.Y. 11530 


1-800-835-0008 


on the web at WWW. USCOINS.com 
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100 FREE WITH ORDER 


info@logogolfchips.com - 888-610-5646 - www.logogolfchips.com 
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“IT hope Pan Am will eventually 


return to its old glory, which 
added so much to Old Glory.” 
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Casey At The Bat: 


American Airlines’ New Boss 








eee =A e see ca eet Ee ie ei 
“Albert Vincent Casey, president of American Airlines since last 
February, is already very proud of one thing he has done at the 
big, formerly ailing airline. ‘Look; he says, ‘I've got the costs of 
this company right by the you-know-whats and I'm not going to 
let go’ Al Casey has a firm grip and he's squeezing hard. Advice 
to pessimists: Don't call Al Casey out before he has taken a fair 


swing at the ball.” 





OTHER THOUGHTS FROM THAT ISSUE: 


“Flamboyant 32-year-old David 
Geffen is still snug in a five-year employment contract at Warner, 
but he seems restless. One story is that he wants to sell out, and 
then make movies starring his girlfriend Cher, the better half 
of the famed husband-and-wife singing team of Sonny and Cher 
(who, as the saying goes, are ‘splitsville’).” 





“Warner Communications seems to emanate bad 
vibrations. Warner is minting money with its movie The Exorcist, but you 
wouldn't know it from the price of its stock, which is down 80% since 1973.” 





ON 


“The desire to fly is an idea handed down to us by 
our ancestors who looked enviously on the birds 
soaring freely ...on the infinite highway of the air.’ 
—WILBUR WRIGHT - 








“Thank God men cannot fly, and lay 


waste the sky as well as the earth.” 
—HENRY DAVID THOREAU 





“We fly, but we have not ‘conquered’ the air. 

Nature presides in all her dignity, permitting 
us the study and use of such of her forces as 
we may understand.” 

—BERYL MARKHAM 





“The bombers ... move like nothing that has ever 
been. They move like mechanized doom.’ 
—ERNEST HEMINGWAY 





“My airplane is quiet, and for amoment still an 
alien, still a stranger to the ground, Iam home.” 
—RICHARD BACH 


“At best, I consider flying an unavoidable 
necessity, a time to...contemplate the end of all 
joy in a twisted howling heap of machinery.” 
—T.C. BOYLE 





“So I said, ‘Oh, that I had wings like a dove! I would 


fly away and be at rest.” 

—PSALMS 55:6 

“Flying might not “Every bird that 
be all plain sailing, flies has the thread 
but the fun of it is of the infinite 
worth the price.” inits claw.’ 
—AMELIA EARHART —VICTOR HUGO 





“Striker, listen, and you listen close: Flying a plane is 
no different than riding a bicycle. Just a lot harder to 
put baseball cards in the spokes.” 

—ROBERT STACK, A/RPLANE! 





SOURCES: WEST WITH THE NIGHT, BY BERYL MARKHAM; GOODREADS.COM; THE TIMES BOOK OF QUOTATIONS; 
STRANGER TO THE GROUND, BY RICHARD BACH, IF THE RIVER WAS WHISKEY, BY T.C. BOYLE; THE FUN OF IT, BY AMELIA EARHART: 


Fl 7 2 
1122 | FORBES APRIL 13,2015 OR WHOM THE BELL TOLLS, BY ERNEST HEMINGWAY; LES MISERABLES, BY VICTOR HUGO. 
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ODIS JONES 
CEO, PUBLIC LIGHTING AUTHORITY OF DETROIT : : 


At one point, 40 percent of streetlights in Detroit didn't work. 
This made life even more difficult for a city that was already struggling. 


The Public Lighting Authority of Detroit devised a plan to reilluminate 
the city. But finding a bank to finance the project during Detroit's bankruptcy 
was Challenging. Citi stepped up and committed its own capital, which 
encouraged other investors. So far, thousands of new LED lights have been 
installed, lighting the way as a model for similar projects around the world. 


For over 200 years, Citi's job has been to believe in people and help 


ae eS 
make their ideas a reality. Cl 1 i 


citi.icom/progress . erro ela eka ella 
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